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ABSTRACT 
Problems of Rural-Marketing in Fast Moving 
Consumer Goods (FMCG) sector in India. 
Market structure in India is dictomous, there are two extreme end 
markets namely urban and rural market. The Indian rural market with 
its vast size and demand base offers great opportunities to Companies. 
The rural market consist about 724 (about 12% of world population and 
70% of Indian population) million peoples living in 6,38,000 villages 
over an area of approximately 32,00,000 sq km of land spread across 35 
states and union territories. It has more than 18 languages and 850 
dialects, with the accent changing distinctly from region to region 
within the states. So is in the case with food habits culture income 
levels, literacy and the exposure to media. 
In terms of number of people, the Indian rural market is arguably 
almost three times larger than its urban counter parts and possibly the 
largest untapped market in the world. The rural economy contributes 
nearly half of the country's GDP which is mainly agriculture driven and 
monsoon dependant. More than 50 percent of the sales FMCG and 
Durable companies come from the rural areas. The Indian market is 
undergoing vast changes especially after economic liberalization and 
globalization. The Indian rural market is grown in size and demand 
base offer great opportunities to the companies. 
The Census of India defined urban India as - "All the places that 
fall within the administrative limits of a municipal corporation, 
municipality, cantonment board etc or have a population of at least 
5,000 and have at least 75 per cent male working population in outside 
the primary sector and have a population density of at least 400 per 
square kilometer. Rural India, on the other hand, comprises all places 
that are not urban. A marketer trying to market his product or service in 
the rural areas is faced by many challenges; the first is posed by the 
geographic spread and low population density in the villages in the 
country. The second challenge is from the low purchasing power and 
limited disposable incomes in these parts of the country 
Rural market is getting an importance because of the saturation of 
the urban market. As due to the competition in the urban market, the 
market is more saturated as most of the capacities of the purchasers 
have been targeted by the marketers. So the marketers are looking for 
extending their product categories to an unexplored market i.e. the 
rural market. 
In recent years, rural markets have acquired significance in India 
as the overall growth of the economy has resulted into substantial 
increase in the purchasing power of the rural communities. On account 
of the green revolution in India, the rural areas are consuming a large 
quantity of industrial and urban manufactured products. In this 
context, a special marketing strategy, namely, rural marketing has taken 
shape 
The study at hand proposes to up- grade information on the 
subject and the associated objectives. In fact a sea change in rural 
dynamics has surfaced and reported at various places in particular, post 
liberalization, privatization and globalization phase in the Indian 
economy. Quite expectedly if the urban market experiences changes 
along different dimensions, it is not expected that the rural markets, 
would remain unaffected hence such studies are required to be 
undertaken on intermittent basis to bring forth the facts before the 
academia, industry as well as to the practitioners to enable them revise 
their approaches and strategies towards rural market and rural 
marketing. 
Furthermore, a survey of this kind is not done in the western 
uttar pradesh region in particular in Aligarh district and its adjunct 
outskirts and hinterland. The output of this survey is of plenty of 
benefit. In this particular case also, the lack of the information in rural 
markets has been the main reason for preferring an empirical study. 
The objectives which have been pursued to study the problems of 
rural marketing in Fast moving consumer goods sector in India, to 
understand the concept domain of market in rural India, to analyze the 
rural marketing environment in India, to evaluate and analyze brand 
awareness and brand usage in rural market, to analyze buyer's behavior 
in the rural market in terms of reasons that motivate or constrain them 
from purchase of branded items, to explore the brand image rural 
consumers hold of the brands they use, to explore the source of 
iriformation on brands rural consumer have, to study and examine the 
rural marketing mix strategies relating to Product, Price Distribution 
and promotion, to suggest strategies for effective marketing in rural 
areas. 
Keeping in view the above objectives of the study, the following 
hypotheses have been developed for the verification and conformation 
Hypothesis-1:- "The null hypothesis of the study (Ho) assumes 
that the difference in consciousness towards national branded products 
in FMCG between the rural and urban market is significant. On the 
other hand, the alternative hypothesis (Hi) assumes that the difference 
in consciousness towards national branded product in FMCG between 
the rural and urban market is insignificant". 
Hypothesis- 2: -"The Null Hypothesis of the study (Ho) assumes 
that the rural market is not as sensitive towards price of FMCG 
products as the urban market whereas the alternative Hypothesis of the 
study (Hi) assumes that the rural market is more sensitive towards 
price of FMCG products than the urban market." 
Hypothesis- 3: - "The null hypothesis (Ho) assumes that there is a 
large difference between the brand image perception of the urban 
market consumer with that of rural market consumers whereas the 
alternative hypothesis (Hi) assumes that there is not much difference 
between the brand image perception of the urban market consumer 
with that of rural market consumers " 
The Hypothesis- 4:- "The null hypothesis (Ho) assumes that the 
non availability of FMCGs does not affect consumption in the rural 
market adversely whereas the alternative hypothesis (Hi) assumes that 
the non availability of FMCGs does affect consumption in the rural 
market adversely". 
The study is based on the secondary data and primary data collected from 
various sources for the fulfillment of truthfulness of analysis and interpretations 
and then to ensure the quality of research study. The secondary data for the 
study have been collected from various secondary sources of information, Data 
and statistic and available v^ritten literature .ie data has also been 
gathered from books, articles and the reports published by national 
council of applied economic research (NACER), Information and credit 
rating agency (ICRA) etc. Direct observation of the phenomena 
associated with the informants engaged in the marketing activities. And 
interview^ with the informant engaged in marketing activity in the 
regions under the study. 
Chi square (non parametric) test has been used for the analyses 
and interpretation of the study which reveals, the first null hypotheses 
have been rejected and the alternative hypothesis is accepted. Meaning 
thereby that there is not much difference in consciousness towards 
national branded products in FMCG Sector between the rural and 
urban market. 
Since the rank score in the Hinterland is more on price factor 
compared to the urban location. Therefore, we can say that the former is 
more price sensitive than the latter; therefore, we reject the second null 
hypotheses and accepted the alternative hypotheses that the rural 
market is more sensitive towards the price and FMCG products than 
the urban market. This is on account of the purchase constraints with 
rural consumer. 
The score indicates clearly that there is a difference of hundred 
points on Likert score between the brand image perception in urban 
fringes and in the Hinterland .In percentage terms this comes out to be 
700/2400 X 100 = 29.16% for urban fringes. And 600/1400 x 100 = 25% 
for the out skirts and the Hinterland. There is a slight difference of 4% 
in the overall perception across locations which can be attributed to the 
consumption at times of fake brands in the hinterland. Looking at the 
findings we can say that the third null hypotheses which claims that 
there is a large difference in the brand image perception as held by the 
Urban market with that of rural market stands to be rejected and we 
accepted the alternate hypotheses that there is not much significance 
difference brand image perception across the locations. 
The particular items has been explored only in the hinterlands 
since the issue of availability of brands is an issue basically in such 
locations and not much an issue as such in the urban locations. 
Therefore, the question was raised only in the hinterland area not 
even in the out skirts. Interestingly the responses show that non-
availability is a major reason than the fake brands that affect 
consumption adversely. In fact both can be explained from each other. 
If there is non-availability of national brands it would lead to 
fake/spurious brands in the market. We find that the chi-square value 
is more than the table value. Meaning thereby that the non availability 
of brands affects consumption in the rural markets. Hence we reject the 
fourth null hypotheses that the non availability does not affect 
consumption in the hinterland. And accepted the alternative 
hypotheses. 
Finally, it is clear form the study that rural markets are not mere 
extensions of the urban markets. They operate in a different and unique 
environment. It is imperative for a marketer to gain useful insight into 
the values, attitudes and motivations of rural consumers. 
PROIBLCAAS OF ftUROL MRRKCTING rN FRST 
AflOVING CONSUM€R GOODS (FMCG) 
SCCTOR IN INDIR 
•^ '' THESIS *.^  
SUBMITTED FOR THE AWARD OF THE DEGREE OF 
/ doctor of ^f)ilosopij3t> 
IN ^ . 
COMMERCE - I 
^n <--^ -. . ^ BY>V^ '£ 
*v. iV FiSRn INHeSflR 
Under the Supervision of 
CHAIRMAN 
DEPARTMENT OF COMMERCE 
ALIGARH MUSLIM UNIVERSITY 
ALIGARH (INDIA) 
2008 
T6936 
^Dedicated 
Ja 
CHAIRMAN 
Phone. External: +91-571-2703661 
Internal: 3505 & 3506 
DEPARTMENT OF COMMERCE 
ALIGARH MUSLIM UNIVERSITY 
ALIGARH - 202002 (U.P.) INDIA 
Dated ]S'')X.oo8 
CERTIFICATE 
This is to certify that Mrs. Asra Inkesar has completed her thesis entitled; 
"Problems of Rural Marketing in Fast Moving Consumer Goods (FMCG) 
Sector in India" under the supervision of Chairman, Department of 
Commerce. To the best of Chairman's knowledge and belief, the work is of 
original nature and has not been submitted in part or full for any degree or 
diploma of this or any other university. It also fulfils the requirements for the 
award of degree for Doctor of Philosophy in Commerce at the Aligarh Muslim 
University, Aligarh, India. 
< ^ ^ ^ * 
Chairman 
C H A I R M A I N 
Department of Commern 
Aligarh Muslim Universiiy 
ALIGARH 
Preface 
It is a market analysis from a modem marketer's point of view. This 
modem marketer is also, no doubt, guided by his selfish motive but is also 
loyal to his target group i.e. customers. He aims at not to dupe his 
customers but to provide the best possible service to each of the customer 
without ignoring any segment of it. He tries to make' money not by means 
of profiteering but by way of extension and maximization of services, 
better communication with the education of customer, increased 
consideration of consumer need and innovations. 
This modem marketer is also socially responsible in its 
performance of business and is law-abiding too. He is so sensitive to 
social needs that he can even sacrifice his very survival rather than 
putting the society, the economy, or the nation in any trouble. This 
marketer prefers to curtail some of his gains in crisis periods, and 
compensate it one the return of normalcy. 
Now our modem marketer seri(3usly considers the Indian Rural 
market, a down-trodden and neglected lot. Thinking about their well being 
and prosperity, the marketer selects a few FMCG products to direct his 
marking effort to them. He finds this proposal perfectly in line with the 
social and economic needs-of the region. The justification he gives for this 
opinion follows. 
With increasing disposable with rural population their per capita 
consumption of FMCG product is also increasing they deserve quality 
products, correct information about the product and a door step delivery. 
A distribution network, if created in the rural areas will also provide 
employment to rural population and thus contribute to the prosperity of 
the region. 
After getting fully satisfied with the congruence of social and his 
personal objectives, the marketer wants to proceed. But as a careful 
decision-maker, he wants to get sufficient evidence of the enough market 
potential to justify marketing effort for these areas. He also wants to have 
an idea about the strategy for different marketing functions suitable for 
rural markets before taking the major decisions which involve long-term 
commitments and are costly too. 
ORGANIZATION OF THE STUDY 
The present work is divided in to five chapters. 
The first chapter contains the introduction, review of literature, 
scope objective, hypotheses, limitation and organization of the study 
The second chapter is devoted to the FMCG sector of India. In which 
the concept characteristics, evolution and segmentation of FMCG is 
discussed, then it provide the brief company profile of some important 
players in this sector .The history of the FMCG in India and development 
is also discussed in this chapter. 
The third chapter deals with rural market and rural marketing in 
India. And present important aspects like concept, evolution rural urban 
distinction, the rural market profile and the potential have been also 
discussed. 
The fourth chapter presents status and problems of rural marketing 
in India in which the product, price, place and promotion strategies in 
rural market are discussed and the fifth chapter presents the summary and 
conclusion of the study. 
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Chapter - 1 
Introductory Framework, Review of Literature 
and Methodology 
Chapter -1 
Introductory Framework, Review of 
Literature and Methodology 
1.1 Introduction 
Market structure in India is dictomous, there are two extreme end 
markets namely urban and rural market. The Indian rural market with 
its vast size and demand base offers great opportunities to Companies. 
The rural market consist about 724 (about 12% of world population and 
70% of Indian population) million peoples living in 6,38,000 villages 
over an area of approximately 32,00,000 sq km of land spread across 35 
states and union territories. It has more than 18 languages and 850 
dialects, with the accent changing distinctly from region to region 
within the states. So is in the case with food habits culture income 
levels, literacy and the exposure to media. 
In terms of number of people, the Indian rural market is arguably 
almost three times larger than its urban counter parts and possibly the 
largest untapped market in the world. The rural economy contributes 
nearly half of the country's GDP' which is mainly agriculture driven 
and monsoon dependant. More than 50 percent of the sales FMCG and 
Durable companies come from the rural areas. The Indian market is 
undergoing vast changes especially after economic liberalization and 
globalization. The Indian rural market is grown in size and 
demand base offer great opportunities to the companies. 
As per the National Council for Applied Economic Research 
(NCAER) study, there are as many 'middle income and above' 
households in the rural areas as there are in the urban areas. There are 
almost twice as many' lower middle income' households in rural areas 
as in the urban areas. At the highest income level there are 2.3 million 
urban households as against 1.6 million households in rural areas. 
According to the NCAER projections, the number of middle and high-
income households in rural India is expected to grow from 80 million to 
111 million by 2007. In urban India, the same is expected to grow from 
46 million to 59 million. Thus, the absolute size India is expected to be 
doubles that of urban India. 
The McKinsey report 2(2007) on the rise on consumer market in 
India predicts that in twenty years the rural Indian market will be larger 
than the total consumer markets in countries such as South Korea or 
Canada today, and almost four times the size of today's urban Indian 
market and estimated the size of the rural market at $577 Billion. It is 
only natural that rural markets form an important part of the total 
Indian market. 
The Census of India defined urban India as - "All the places that 
fall within the administrative limits of a municipal corporation, 
municipality, cantonment board etc or have a population of at least 
5,000 and have at least 75 per cent male working population in outside 
the primary sector and have a population density of at least 400 per 
square kilometer. Rural India, on the other hand, comprises all places 
that are not urban. A marketer trying to market his product or service in 
the rural areas is faced by many challenges; the first is posed by the 
geographic spread and low population density in the villages in the 
country. The table below gives us the population and village size details 
in the country. 
Table 1: Rural Population Statistics 
Population 
Less than 200 
200-499 
500-999 
1000-1999 
2000-4999 
5000-9999 
10000 & above 
Total 
Number of Villages 
114267 
155123 
159400 
125758 
69135 
11618 
3064 
636365 
Percentage of total 
villages 
17.9 
24.3 
25 
19.7 
10.8 
1.8 
0.5 
100 
Source: Census 2001 
The second challenge is from the low purchasing power and 
limited disposable incomes in these parts of the country. But this has 
been changing in the last few decades with agricultural growth rate 
faster in the 1990's and 80's than the 1970's (CMIE 1996). Green 
revolution through the introduction of hybrid seeds, fertilizers and 
systematic irrigation had a major impact on agricultural productivity, 
and combined with it was a price policy which ensured minimum 
support price, and in turn insulated the farmers from market risk, cheap 
input policy and a stable demand3. These all lead to a quantum jump in 
the incomes of farmers in the country. Initially the impact of green 
revolution could be seen only in the prosperous agricultural states of 
the country but now slowly its influence has spread across the country 
with the increase in irrigation^. Though the income levels overall are 
still very low there are many pockets of prosperity which have come up 
in the rural areas in the country. The rural market is characterized by 
large number of population highly scattered over a wide geographical 
area, with low level of income, low purchasing power, over all social 
and economic backwardness leading to low standard of living. One of 
the important characteristic is that it is largely agriculture oriented. 
Rural market is getting an importance because of the saturation of 
the urban market. As due to the competition in the urban market, the 
market is more saturated as most of the capacities of the purchasers 
have been targeted by the marketers. So the marketers are looking for 
extending their product categories to an unexplored market i.e. the 
rural market. 
In recent years, rural markets have acquired significance in India 
as the overall growth of the economy has resulted into substantial 
increase in the purchasing power of the rural communities. On account 
of the green revolution in India, the rural areas are consuming a large 
quantity of industrial and urban manufactured products. In this 
context, a special marketing strategy, namely, rural marketing has taken 
shape. Sometimes, rural marketing is confused with agricultural 
marketing the later denotes marketing of produce of the rural areas to 
the urban consumers or industrial consumers, whereas rural marketing 
involves delivering manufactured or processed inputs or services to 
rural producers or consumers. It may of significance to give a broad 
framework of rural marketing in India. One framework of visualising 
rural marketing is the flow of goods from urban to rural, rural to urban 
and flow of goods with in the rural areas i.e. from rural to rural and 
other framework which defines the marketing as the transaction namely 
(1) participants (producers, sellers, facilitators, regulators, buyers and 
consumers) with their utility functions, (2) products (goods, services 
and ideas). (3) Modalities (place, time, ownership, utilities roles of 
participants, the organization of participants and terms), (4) norms 
(formal and informal rules governing the behavior of the participants in 
the transactions and its influence on the subsequent transaction and 
relation between the participants). In the study of rural marketing in 
India, these two frame work i.e. domain of rural marketing and the 
dimensions of the transactions can be combined with an advantage to 
decipher the state of art of rural marketing.^ 
The rural marketing may broadly be categorized into the two 
following sub-markets. 1. The market for consumption goods 2. The 
market for agricultural and other investment goods, the various surveys 
of national sample survey (NSS) showed that rural market has a vast 
potential. 
1.2 Review of Literature: 
India is fast emerging on the world map as a strong economy and 
a global power. The country is going through a phase of rapid 
development and growth. All the vital industries and sectors of the 
country are registering growth and thus, luring foreign investors, and 
this waves of rapid development also affecting Rural India. Before the 
liberalization of Indian economy the industry people were not more 
concern to the Rural India and there were several misconceptions and 
myth was attached with nature of rural markets and rural people but 
since the last one and half decade the realization of potential of rural 
markets had started. D.K. Bose (^2007) has emphasis in his speech on 
the theme Annual Management Conclave "Each of us should make 
Rediscovering Rural India our life's mission". Mr. Bose, an expert in 
rural media plarming and communications debunked some of the 
commonly held myths that urbanites harbor about rural India and gave 
interesting insights into the rural consumer and the nitty-gritty of rural 
marketing and threw light on the commonly held myths about the rural 
consumer in the mind of the urban marketer. 
Rural is not a mass: It is common for us to think of rural India as 
one aggregate mass of people that behaves in the same way. But this 
notion needs to be done away with particularly for a rural marketer. 
Rural India should be understood from the different economic and 
socio-cultural segments that thrive in it. 
Rural is not individualistic: Unlike the urban consumer who is 
individualistic, rural consumers tend to make decisions as a 
community. Communities of youth, women and professions are 
important influencers of particular buying decisions. 
Rural is not illiterate: The rural consumer is not illiterate when it 
comes to his needs and buying decisions. He exhibits a strong visual 
literacy and associates with brands through their "visual touch". Mr. 
Bose gave the example of "LifeBuoy" soap which is much better known 
as "Laal Saabun" in the villages. 
Rural women are not cortfined to their homes: Women in India 
enjoy increasing economic power and are a major influencer in the 
purchase of household articles, particularly FMCG brands. They are 
perceived as the custodian of the family's health and hygiene. 
Prahlad,C.K7(2007) in his book " The Fortune at the Bottom of the 
Pyramid rightly emphasis that we should stop thinking the poor and 
rural people as a victim or as a burden rather we should start thinking 
them as resilient and creative entrepreneurs and value conscious 
consumers if we are able to change our orientation and we makes our 
business and marketing and product strategies rural oriented then a 
whole new world of opportunities will open up. L.K Vaswani, 
et.al.8(2005) have suggested that to bridge the gape between the rural 
ai\d urban marketing strategy agriculture and rural enterprises need to 
be linked to rural and /o r urban markets through 'minimizing market 
resistance to rural products' and 'maximizing market orientation of 
rural enterprises'. 
Though almost all ,the industrialist and market research 
companies ,economist ,govemment and academician, are agree that the 
rural markets have great potential but it is not still as developed as 
urban market even it has so much of future prospect. There are so many 
reason may responsible for that one of the factors which differentiates 
Rural market Badi, Ravindernathan.V. et al ',(2004) are as dynamics of 
rural market , its unique structure and the peculiarities of distribution 
channel demand that rural marketing should be taken care from 
different perspective . The main problems faced by rural consumers 
which generally are not faced by their urban counterpart are as: (1) 
Transportation (2) warehousing(3) communication. The rural market is 
totally virgin for some products and has vast potential for the marketers 
to capitalize its untapped potential but the problem of this highly 
fragmentized market is not only confined only to the lacking of 
infrastructure and related to distributions channel but other 
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Velayudhan , kumar , Sandal i" ( (2002) critical issues in Indian rural 
market, insights into rural consumer behavior and the rural institution 
of the retailers , haats melas and reveals that the marketers has to invest 
to develop a separate marketing programme to meet the rural 
consumer needs, and can use the use the mass marketing or niche 
marketing to tap the potential. Kashyap, Pradeep and Raut 
,Siddhartha^i (2006), has also emphasized to use haat and mela as a 
distribution channel for marketers but along with them the marketers 
should also concentrate on the communication channels to market and 
to make aware the prospective consumers about their product Basu 
Purba,i2 (2004) to tape the in there article the author narrates how mass 
media have come in handy for FMCG companies to promote their 
products in the rural market. Various strategies adopted by the retailers 
to attract the customer are discussed. The need for the product 
availability, enhancing awareness and increasing the buying power of 
the real customers is emphasized and also explains that the product 
availability can affect decision of brand choice, volume, and market 
share. Creating awareness through advertisement, which touch the 
emotions of rural customer can derive in big sales. Marketers are 
concentrating on tapping the untapped buyers who have tremendous 
purchasing power Bala, Krishna. P and Siddarth. B" (2004) discussed 
the marketing strategy for rural market which is based on 4-As 
approach (availability, affordability, acceptability and awareness) as the 
rural market for FMCG product is growing much faster than urban 
counterpart with vast size of demand base offering huge opporttmity 
which MNCs cannot afford to ignore. Sakkthivel, A. M and Misha, 
Bishnupriya.i4 (2005)the authors have thrown light on the FMCG 
products in small packets (sachets) as they have concluded sachets zing 
is bold more by FMCG marketers to motivate rural consumers to try 
new products. They give emphases on sachets as a promotional tool for 
modifying buying behavior and it facilitated rural consumer to try new 
products Sarath, T and Narayan, R Lakshmi^5(2004). the authors says 
that there is a huge market potential in the rural market and vital for 
development for most companies and improving communication 
network will give a huge fillip to the rural economy. He also pointed 
out that, lack of infrastructure and uncertain income of the rural 
consumer are some of the major challenges faced by the rural 
marketers, which could be triumph over by the joint efforts of the govt 
and NGO by developing the village and produce tailor made products 
for the rural consumers, which suit the rural market. Halan, Deepak^^ 
II 
(2003) the author is in opinion that the regional; specific media, melas, 
developing regional massages and demonstration facilitate the process 
of creating brand awareness and also emphasizes that besides offering 
products that are specially cater to the need of rural consumer, 
marketers need to understand that capturing rural market involve 
focusing on low price products. Parikh,Darshani7 (2004) has thrown the 
light on the communication and promotion in rural India. And asserted 
that there is a lack of communication and promotion in rural India, 
which can be overcome by using appropriate designs and media mix 
strategies, like communication through radio and T.V, use of local 
promotional tools like wall painting stalls, hoardings etc. And tailor -
made communication should be used according to linguistics and social 
and cultural difference. Manjunatha, K.^ s (2004). has studied the 
classification and significance of rural market and the strategies 
adopted by the companies for rural marketing. And evaluated that 
there is significant difference between the rural and urban market in 
every respect and there is a huge market potential in rural market. It is 
growing at least 5 times the rate of urban market, and therefore it is the 
market for truly creative marketers. Naidu, Krishna.Y^^ (2004) has 
made an attempt to evaluate the consumer awareness in the rural 
market, under two heads first is consumer movement and second is 
consumable (FMCG and Durables) and found that the awareness of 
rural consumer about the consumer movement can not be measured 
directly in quantitative terms as the are qualitative in character and they 
are moderately aware of the consumer movement and the consumer are 
highly aware of the consumables (FMCG and Durables) and brand 
makers should discuss the strategies positively to exploit the emerging 
potential in the rural market. Gopalakrishna .R o^ (2005) has thrown a 
light on the village market. And asserted that the village market 
provide a huge opportunities for the entrepreneurial investment. A 
public or private investment in promotion and marketing at least three 
times as large as the investment in the technological development. 
Sarvada, W.K^i (2002). has studied on consumer behavioral aspects 
such as place of buying, frequency of purchase, branding deciding in 
the family , buying motive, shopping behavior of rural consumers and 
durability of goods selection of brands etc. And observed that the role 
of husbands in the family purchasing decisions in various items was 
comparatively less than of housewives and the buying behavior in 
general and buying decision in particular in rural areas is influenced by 
the factor like price, availability of the products. Parikh,Darshan22 
(2004). has thrown hght on the communication and promotion in rural 
India which can be overcome by using appropriate designs and media 
mix strategies Uke communication through radio and T.V use of local 
promotional tools like wall painting , stalls etc. and tailor-made 
communication should be used according to linguistics and social and 
cultural difference. Manjunathan .K^ (2004) studied the classification 
and significance of rural market and the strategies adopted by the 
companies for rural marketing and evaluated that there is a great 
significance difference between rural and urban market in every respect 
.and there is a huge potential in rural market . It is growing at least 5 
times the rate of urban market, and therefore it is the market meant for 
truly creative marketers. Arun kumar .S and Madhavi.O^ (2006). has 
studied the consumer behavior pattern of the rural consumer for FMCG 
products and assorted that rural marketing is not fully enchased by the 
marketers, FMCG products could significantly increased their market 
share by extending attention to the rural areas and untapped sources 
could be easily reached by the FMCG manufacturing. Naidu , Krishna 
.Y25 (2004), this article the author has attempt to evaluate the consumer 
awareness in rural market under two heads first is consumer movement 
and second is consumable (FMCG and durables) and found that 
awareness of rural consumers about the consumer movement (is 
qualitative in character and can not be measure in directly in 
quantitative terms) are moderately aware and the rural consumer are 
highly aware and consumable(FMCG and durables) and the brand 
marketers should discuss the strategies positioned to exploit the 
emerging potential in the rural market Lokhande M .A Rural 
marketing26(2003) in his article the author has attempt to probe into the 
buying habits, brand loyalty, and behavioral change's of rural 
consumers and asserted that the rural customers purchase required 
goods from retail shop with in the village therefore distributional; 
channel should be made effective and efficient in rural areas. 
Consumer awareness must be created by way of imparting consumer 
education. The marketer should concentrate on the branded goods. 
Bhattacharyya, kaberi,27(2007) in his has stated that growing saturation 
of urban Market has compelled the corporate houses to look in the 
immunes potential of rural India for their survival of and future 
prosperity the marketers are besieged by the problems of one kind or 
another when they venture into the rural areas. However, in 
determination, sincerity and innovation lie the fruitfulness of rural 
marketing strategies, with liberal doses of infrastructural development 
thrown in DexitKavaldeep28 (2007) has examine the Indian rural 
scenario, the growth contributors, the challenges and the opportunities 
for marketers and the marketing strategies that can be used effectively 
harness the enormous potential of this dynamic market and concluded 
that the companies have to be innovative and sensitive while 
formulating marketing strategies for rural market. Traditional urban 
marketing strategies will have to be modified as per the demand of the 
rural market .companies should join hands with the government to 
expand rural market, by creating economic activity in the villages throw 
micro enterprises. Thirulogachander.M.29(2006), has thrown a light on a 
small segment of consumers by satisfying there specific need. And 
concluded that the companies with the first mover advantage will gain 
in each segment, but it is the player with the unique positioning in each 
segment, who will lead the market Tamlurkar.Venkatesh,30(2006) has 
given a sweep of Indian rural scenario for marketer, income available 
with this segment, the approaches of marketing that marketers can use 
and the enormous potential in this segment for the marketers, and 
accomplished that only those companies can win the rural consumers, 
who can understand the rural psychology, and bring out innovative 
products, which can serve their needs. Upadhyay, Yogesh and 
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Singh,Shive kuinar3i(2003) have made an attempt to analyse the 
marketing strategy of corporate in rural areas. The researcher has 
drawn main focus on the use of one "P" of marketing mix i.e, the 
product, to penetrate in the rural market by various companies in India. 
Bishoni, V.K and Kumar, Sanjeev,32(2003) have made an attempt to 
find out the demography And deduced that the rural society is 
changing at vary fast pace, and are of rural consumer of hariyana. The 
have studied the income, occupation, age, education and gender profile 
of rural consumers. more open then before to adopt a new 
environment. Panday, V.K and Prabhakar, Rajeeve33(2003) have 
thrown a light on the hindrances which may come in the process of 
rural marketing in India, as absence of information about the buying 
pattern of rural consumers ,problems of classifying rural population on 
socio-cultural basis , calibrating the scales, usage of proper language in 
marketing research. 
The rural consumers are discrete unlike the impulsive urban 
counter. They give more stress on the value for money, so the marketers 
need to diverse their strategies, promotional and distributional 
strategies, pricing strategies have to be adopted in accordance with 
rural market information technology. 
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1.3. Research Gap, Need and Importance of the Study 
Although there have been several volumes of v^ork on the rural 
market and its related dynamics, the study at hand proposes to up-
grade information on the subject and the associated objectives. In fact a 
sea change in rural dynamics has surfaced and reported at various 
places in particular, post liberalization, privatization and globalization 
phase in the Indian economy. Quite Expectedly if the urban market 
experiences changes along different dimensions, it is not expected that 
the rural markets, v^ould remain unaffected hence such studies are 
required to be undertaken on intermittent basis to bring forth the facts 
before the academia, industry as v/ell as to the practitioners to enable 
them revise their approaches and strategies towards rural market and 
rural marketing. 
Furthermore, a survey of this kind is not done in the western 
uttar pradesh region in particular in Aligarh district and its adjunct 
outskirts and hinterland. The output of this survey is of plenty of 
benefit and help to the academia and practitioners on the subject. 
1.4 Objectives of the Study 
The present study has been under taken to examine and evaluate 
the problems of rural marketing in fast moving consumer goods sector 
of India. The whole study aims at achieving the following objectives 
1. To understand the concept and domain of market in rural India. 
2. To analyze the rural marketing environment in India. 
3. To evaluate and analyze brand awareness and brand usage in 
rural market. 
4. To analyze buyer's behavior in the rural market in terms of 
reasons that motivate or constrain them from purchase of 
branded items. 
5. To explore the brand image rural consumers hold of the brands 
they use. 
6. To explore the source of information on brands rural consumer 
have. 
7. To study and examine the rural marketing mix strategies relating 
to Product, Price Distribution and promotion. 
8. To suggest strategies for effective marketing in rural areas. 
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1.5. Hypothesis of the Study 
Keeping in view the above objectives of the study, the following 
hypotheses have been developed for the verification and conformation 
Hypothesis-1:- "The null hypothesis of the study (Ho) assumes 
that the difference in consciousness towards national branded products 
in FMCG between the rural and urban market is significant. On the 
other hand, the alternative hypothesis (Hi) assumes that the difference 
in consciousness towards national branded product in FMCG between 
the rural and urban market is insignificant". 
Hx/pothesis- 2: -"The Null Hypothesis of the study (Ho) assumes 
that the rural market is not as sensitive towards price of FMCG 
products as the urban market whereas the alternative Hypothesis of the 
study (Hi) assumes that the rural market is more sensitive towards 
price of FMCG products than the urban market." 
Hypothesis- 3: - "The null hypothesis (Ho) assumes that there is a 
large difference between the brand image perception of the urban 
market consun\er with that of rural market consumers whereas the 
alternative hypothesis (Hi) assumes that there is not much difference 
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between the brand image perception of the urban market consumer 
with that of rural market consumers " 
The Hypothesis- 4:- "The null hypothesis (Ho) assumes that the 
non availability of FMCGs does not affect consumption in the rural 
market adversely whereas the alternative hypothesis (Hi) assumes that 
the non availability of FMCGs does affect consumption in the rural 
market adversely". 
1.6. Nature and Methodology of the Study 
The nature of this study is characterised by the following features: 
(1) It is a social research. 
(2) It is exploratory. 
(3) It has an applied bias. 
It is a social research: Considering the broad classification of 
researches we put this project into the social research category. It aims 
at obtaining the information on market and removing the confusion 
about the behaviour of rural customers of cosmetics and allied 
products. Marketing itself is a social process, since it is having a human 
aspect and is resulted by the complex, social behaviour. The 
management of marketing is also social oriented and leads to the 
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improvement of quality of life and supplies better amenities to man in 
keeping with the growing and varied requirements of the society. 
Being a social research it tries to identify the complex human 
behaviour and the set patterns in it. A social research may not be as 
precise and accurate as researches in physical sciences 'in making 
predictions. However the human intelligence has lead to the 
development of logical and systematised techniques being reasonably 
accurate in studying social phenomenon. Individually human being 
may be unpredictable but collectively they tend to be reasonably 
accurately predictable. Advancement in social research methods has 
increased the accuracy of predictions considerably. 
It is exploratoTy: The approach of the study is exploratory in the 
sense that it is mostly, directed towards identifying the various 
characteristics of the market and the create observations conducive to 
further study. This approach is generally followed for new areas of 
investigations where the problem itself may not be very clear and is 
needed to be diagnosed. The domain of the research is also required to 
be reasonably wide but properly specified. 
The exploratory nature has necessitated keeping the coverage of 
the study wide enough to cover all marketing aspects. Had it not been 
the case, the scope could have been kept very narrow and only one 
aspect of marketing could possibly have made up an elaborate and 
voluminous project. 
It has an applied bias: A research in marketing is required to have a 
bias for application as D.S. Tull and D.I. Howkins state in the very first 
line of their book Marketing Research: "Marketing research serves a 
single purpose that of providing information to assist marketing 
managers and the executives to whom they report to make better 
decisions'. 
Therefore in spite of keeping the study wide enough and 
exploratory in nature an attempt has been made to relate each aspect of 
the study with a managerial decision based on it. Each of the 
hypotheses is related with a management action. This enhances the 
value of the project beyond the pure academic one. It has specially been 
mentioned in the objectives of the study that it will provide useful 
guidance to the rest of the business community in respect of the 
emerging opportunities in the field. 
It relies on empirical evidence: Relying on experience and 
observations is always preferable over relying solely on theory; and 
especially when the available information is insufficient, the empirical 
study is the only way to get it. 
In this particular case also, the lack of the information in rural 
markets has been the main reason for preferring an empirical study. An 
extensive survey of the rural areas Aligarh (Western U.P.) India has 
been conducted and it is expected that its results may necessitate the 
changes in the presently held opinion and help in building new theory 
altogether. 
1.6.1. Features of the Survey 
When secondary data sources do not provide sufficient data, 
primary data may be collected. Survey method is the most common 
method of collecting primary data for marketing studies. Survey is 
concerned with the administration of questionnaires of interviewing 
with the group, we want to study. We call them respondents. 
An advantage of this approach is that it brings the researcher and 
the respondents face to face and their cooperative efforts help to build 
up a better research study. Personal contact enables the researcher to 
use his intelligence to elicit precise information from them and analyze 
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the data in the light of his experience. In face it establishes a liaison 
between the research laboratories and field situations and stimulates 
research both ways. 
This approach involves considerable time and effort in field 
investigations and requires sampling, quesHonnaire design, 
Questionnaire administration and data analysis. The approach that has 
been decided to be use in this survey is structured and direct using 
personal interview method. 
To have homogeneity in the survey in all the interviews 
throughout the segments, a structured method has been used. To cover 
a geographical region extending to the outskirts and hinterland, an 
unstructured method would have been difficult and unjustified too. A 
structured method also makes the generalization and prediction easier 
for the whole population. 
Considering the directness in interview, it is always difficult to 
seek the cooperation of illiterate and ignorant rural masses, whether 
you are direct or indirect. In many of the aspects, where factual 
questions were to be asked, the question of being direct or indirect has 
no meaning. In case of other questions, if you can motivate the rural 
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people to cooperate, the degree of directness hardly makes difference. 
Therefore to make the questions simpler and less time taking, a direct 
approach was used. 
Personal interview method was used, as no other method was 
feasible for rural survey. It is apparent and therefore does not need any 
explanation. 
1.6.2. Products Selection 
Since the study relates to marketing issues concerning FMCG 
nation; brand items, hence top ten national brands of FMCG products 
has been identified which have both rural and urban bias. They are as 
followed; 
1. Colgate, (toothpowder) 
2. Lifebuoy, (bar) 
3. Nirn\a detergent powder. 
4. Tata salt. 
5. Dettol (anti-sceptic) 
6. Lux (beautisoap) 
7. Dalda (cooking medium) 
8. Surf (detergent powder) 
9. Brittania Buiscut. 
10. Vicks Veporub. 
1.6.3. Scope and Determination of Sample of the Study 
Covering the whole population of rural India was beyond the 
time and cost resources, therefore the scope and extent of the study is 
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also kept limited. It was decided to cover the rural areas of only 
Western Utter Pradesh. Out of the following district Aligarh was chosen 
on a random basis. 
Aligarh, Bijnore, Bulandshre, Muzaffemagar, Saharanpur, 
Gautam Buddh Nagar, Mahamaya Nagar, Meerut, Moradabad, 
Rampur, Bareilly, Badaun and Agra. 
Further since the study aims at showing difference or indifference 
across urban and rural markets therefore, the following places were 
chosen on the basis of their inter spatial distance from each other, in 
other words, we first selected a place on the urban fringes (municipal 
area) of Aligarh district then selected a place with in a radius of five to 
ten kms from the urban fringe and termed it as outskirt (non- municipal 
area): further selected a place with in fifteen to twenty km from the 
urban fringe and termed it hinterland. 
Since Aligarh District is a cluster of Tehsils (sub division) Tehsil 
Koil was selected on random basis. Further the following places were 
chosen from Tehsil Koil as per their, inter- spatial distances as urban 
fringe, outskirts and hinterland. 
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1) Hamdard Nagar-D, (Municipal area )30125, as urban fringe 
towards north of Koil Tehsile. Ramnagar: population 8510 as out skirt: 
with in five Km from Hamdar nagar (D).and Daudlpur, population : 
2964 as hinterland: with in twenty km from Hamdard nagar (D) 
2) Nourangabad (municipal Area), population: 35142, as urban 
fringe towards east of Koil Tehsile. Panethi: population 10020 as 
outskirt: with five Km from Nauranga bad and Akbrabad: population 
35120 as hinterland with in fifteen km from Naurangabad. 
3) Baraula Jaffrabad (municipal Area), population:25650as urban 
fringe towards west of Koil Tahsil. Mehrawal: population: 12125 as 
outskirts, with ten Kms from Baraula Jaffrabad. And kalua: population; 
3198 as hinterland within twenty Kms from Baraula Jaffrabad. 
4) Sasnigate area (municipal area) population 50518 as urban fringe 
towards south of tehsil koil. Madrak, population:10198 as outskirt : 
distance with in eight km from Sasnigate. And Vijaygarh, population: 
3510,some 15kms from Sasnigate. 
1.6.4, Criterion for Sample Size Determination from Different 
Location 
Since the study aims at observing degree of significance or 
insignificance between different locations with relation to brand 
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consumption and related behavioral dynamics hence, ideally the 
sample size must remain uniform irrespective of the territories. 
In any case, the inter-variability between strata can be analyzed 
and inferred only when the sample size remains uniform. Further to 
decide on the size of the sample from the total population of the 
proposed locations (as mentioned above) the following steps should 
have been undertaken. 
The logic of sampling distribution gives a relationship as follows. 
No of standard errors 
,. J , ,. J [[• • ^ allowable error 
implied by confidence coetricient = 
Standard error 
Where the formula for the estimated standard error of population is 
^^\p{\S)-p) 
Symbolically, Z = 
p( i .O-p) 
The calculation of sample size value for each place (urban fringes, 
outskirt, or hinterland) can be made in the following way 
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z\p{\.0-p)] 
{ef 
Using the above formula we take a confidence of coefficient 0.95 
and the corresponding Z value 1.96 and take allowable error only 5 
percent (e =0.05). 
Now whatever be the proportion (value of p) the sample size 
comes out 400. This implies that the sample size 400 will be more than 
sufficient to estimate the population proportions with 95% confidence 
allowing only 5% error. 
However since the data of population is available with us is of 
2001 census and the study was being conducted in 2007-08 therefore we 
thought it appropriate to enhance the sample size to 600 from 400 as 
calculated. Next since we wanted to test inter- variability between 
different strata therefore the proposed sample size of 600 has been split 
into 200 each for every stratum. 
So we have selected 200 respondents from urban fringes, 200 
from outskirts and 200 from the hinterland. Further since there are four 
locations considered for urban fringes, therefore the size of 200 has 
been divided in to four yielding a size of 50 for each urban fringe. 
Accordingly we have selected 50 respondents from each of the four 
outskirt villages and 50 respondents from each of the hinterland areas. 
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The final figure of the sample size from each location of survey is as 
follows: 
Category of location 
Urban fringes 
(Municipal Area) 
Out skirts 
(Non-municipal area 
Hinterland 
Name of the location 
Hamderdnagar (D) 
Naurangabad 
Barwia jaffrabad 
Sasnigate 
Ramnagar 
Panethi 
Maehrawal 
Madrak 
Daud pur 
Akrabad 
Kaluwa 
Vijaygarh 
Sample size 
50 
50 
50 
50 
50 
50 
50 
50 
50 
50 
50 
50 
1.7. Limitations of the Study 
The rural market is not very congenial for the market surveys and 
probably this has been the reason u^hy most of the surveys 
having been the urban bias. The vast rural market has not so far 
able to draw the attention of the researchers in the field of 
marketing. 
Instead of assuring the respondents, that the survey is purely on 
academics ground, they were reluctant to share the information 
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such as income, family size etc and some bluntly refuses to co-
operate. 
• The most of the population surveyed is pre dominantly 
uneducated and so the can not read the questionnaire themselves, 
they were either to be interpreted in there native language or 
with the help of some example. 
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Chapter- 2 
An Overview of Fast Moving Consumer 
Goods (FMCG) Sector of India 
2.1. Concept of FMCG: 
The term FMCG- Fast moving consumer goods refer to consumer 
non-durable goods required for daily or frequent use and directly used 
by the customers . These products cater to necessities, comforts as well 
as luxuries. They meet the demands of the entire cross sections of 
population. Price and income elasticity of demand varies across 
products and consumers. 
As per ICRA the term FMCG has been defined to include 
products that are consumed at least once a month, sold under the 
national brands in consumer packages, sold through a wide spared 
distribution network and consumed directly by the consumers.' 
2.2. Product Characteristics: 
Products belonging to the FMCG segment generally have the 
following characteristics: 
They are used at least once a month 
They are used directly by the end-consumer 
They are non-durable 
They are sold in packaged form 
They are branded 
This study focuses on products like Soaps, Detergent, Antiseptic 
Cooking Medium and Tooth-Powder, Salt and Biscuits. All these are 
used on a frequent basis. Typically a consumer buys these goods at 
regular intervals. These are bought for personal consumption and 
family care. 
Consumers keep a little stock of these products and make 
frequent purchases for these. These individual items are of relatively 
sniall value, but all FMCG products put together account for a 
significant part of the consumers' budget. 
These characteristics of FMCGs have vast implications for 
marketers of these goods. The consumer holds a very different mindset 
for making these purchases. She spends little time on the purchase 
decision. Rarely does she look for technical specifications (in contrast to 
industrial goods). Brand value or recommendation of a reliable person 
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(retailer/dealer/friend) drives purchase decisions. Trial of a new 
product i.e. brand switching is often induced by heavy advertisement. 
2.3. Characteristics of the FMCG Business: 
FMCG companies sell their products directly to consumers. Major 
features that distinguish this sector from the others are as follows: 
2.3.1. Low Capital Intensity: 
Most product categories in FMCG require relatively minor 
investment in plant and machinery and other fixed assets. Therefore 
shortage of product for want of capacity would be a rare phenomenon. 
The turnover is typically five to eight times the investment made in a 
greenfield plant at full capacity. This is also due to the fact that the 
business being marketing driven, players do not integrate backward. 
Also, the business has low working capital intensity as bulk of sales 
from manufacturers takes place on a cash basis. 
2.3.2. High Initial Launch Cost: 
Nonetheless^, there is a large front-ended investment made in 
new products including cost of product development, market research, 
test marketing and most importantly its launch. To create awareness 
and develop franchise for a new brand enormous initial expenditure is 
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required on launch advertisements, free samples and product 
promotions. Launch costs are as high as 50-100% of revenue in the first 
year and these costs progressively reduce as the brand matures, gains 
consumer acceptance and turnover rises. 
For established brands, advertisement expenditure varies from 5 
- 12% depending on the categories. It is common to give occasional 
push by re-launches, which involves repositioning of brands with 
sizable marketing support. 
2.3.3. Technology: 
Basic technology for manufacturing is easily available. Also, 
technology for most products has been fairly stable. Modification/ 
improvement rarely changes the basic process. Nonetheless, major 
global players spend enormous sums on R&D due to their ability to 
spread cost over the wider base of their global operations. Their R&D 
efforts are towards cost effective manufacturing process without 
compromising on quality and functional performance. 
2.3.4. Marketing Drive: 
In relative terms, marketing function has greater importance in 
FMCG companies. The players have to reach out to mass population 
and compete with several other brands, which essentially offer similar 
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products. The perceived differences are greater than the real differences 
in the product. 
2.3.5. Market Research: 
Consumers' purchase decisions are based on perceptions about 
brands. They also keep on changing with fashion, income and changes 
in lifestyle. Unlike industrial products, it is difficult to differentiate 
products on technical or functional grounds. With increasing 
competition, companies spend enormous sums on product launches. 
2.3.6. Balance Sheets Are Misleading: 
The most critical asset for FMCG companies is represented by its 
brands and distribution network. Brands are bought and sold like any 
other assets. Typically, when an FMCG business is sold, the value of the 
brand is several times that of tangible assets. However as per the 
current accounting practices in most countries, investment made in 
building of brands are written off as revenue expenditure. This is due to 
high risk involved with a new brand, subjectivity involved in its 
valuation, lack of consistency and difficulty in separating a brand's 
value from that of tangible assets employed in the business. While a 
successful brand will pay back the investment several times, in case of 
brand failure, entire investment has to be written off. High return on net 
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worth of most established companies is also misleading due to the fact 
that the assets sans brands are considerably understated in the balance 
sheet. 
2.3.7. Third-party Manufacturing: 
Manufacturing of products by third party vendors is quite 
common^. Third party manufacturing used to give fiscal advantages 
particularly of excise duties. These have been considerably diluted in 
the past 7 years of reforms. In the 1997-98 budget the government 
proposed to change the basis of excise levy to MRP basis. A total of 43 
product categories have been brought under the MRP net in the 
subsequent budgets. Besides excise benefits, third party manufacturing 
also provides other benefits viz. flexibility in production and inventory 
planning as the marketing company's decision-making is liberated to a 
large extent from taking manufacturing overheads into account 
flexibility in controlling labor costs. Most small-scale third-party 
manufacturers have benefits of direct control of the owner and greater 
ability to manage local environment. The large organization also runs 
the risk of unionization. It is beneficial (in terms of logistics) and 
sometimes essential to get certain products manufactured near the 
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market. A company can tie up with several 3P manufacturers in 
separate locations, rather than set up own manufacturing facilities. 
The marketing company gives technology, lays down quality 
standards and typically exercises supervision on manufacturing, cost 
and quality standards. The marketing company may also co-ordinate 
raw material procurement to optimize on bulk discounts. While in most 
cases, manufacturing process is fairly simple, certain products require 
supply of some critical ingredients by the marketing company. It is 
common to find support in working capital finance also. 
2.3.8. Significant Presence of Unorganized Sector 
There is a significant presence of unorganized sector in India. In 
the past, several factors led to mushrooming of small unorganized 
players with local presence viz. basic technology for most products is 
fairly simple and easily available. 
Fiscal advantages: In India, small-scale sector enjoys (the 
concessions however have been diluted considerably in the past few 
years) exemption/ lower rates of excise duty, sales tax etc. This makes 
them more price competitive vis-a-vis the organized sector. 
Remote rural markets: Due to highly scattered market and poor 
transport infrastructure, very few MNC companies/ organized players 
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have been able to reach out to remote rural areas and even small towns. 
Low brand awareness enables local players to market their spurious 
look-alike brands. 
Cost advantage: Lower overheads are due to limited geography, 
family management, focused product lines and minimal expenditure on 
marketing. 
2.4. Global Scenario: 
Major global consumer product companies (such as unilever , 
procter & Gamble, Colgate, Nestle, Hinze etc) have a loin's share of the 
global market^. These companies have been established for a very lone 
time and possess a clutch of strong brands with proprietary technology. 
Most of these companies are cash rich and well managed. Their brands 
generate strong cash flow and allow them to reinvest in strengthening 
their brand equity further, with the continued promotions and 
advertising. They also have the financial clout to acquire small, local 
brands to strengthen there position in the category. These companies 
also make there considerable investment in R&D to sharpen and 
maintain their edge in the business. 
Most of these global players have their origin in Europe or USA. 
They find their home markets saturated and are banking on the third 
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world for further growth. These compar\ies are estabhshing their base in 
these countries and constantly consolidating their position by either fine 
-tuning their strategies to the local conditions or by formulating all the 
more a new approach to penetrate these markets. 
During last few years, particularly after reduced consumer 
spending during the global recession (1991-94), the new buzzword is 
"value for money." FMCG companies globally have embarked upon 
major restructuring/cost- cutting exercise as the business has become 
fiercely competitive. Technology, besides other factor has played a 
major role in checking profit-margin abrasion. 
2,5. FMCGs- How it Developed in India & Present Players: 
It was Dabur^, which kick started in India what is today known as 
fast moving consumer good (FMCG) industry. It was some 115 years 
ago, much before Hindustan Lever Limited (HLL) materialized on the 
scene. Although Dabur could achieve neither the reach nor the product 
depth of HLL. It was through these companies that FMCG industry has 
metamorphised in India. 
2.5,1. The Fifties and Beyond: 
Though multinational companies (MNCs)*^  were allowed to 
operate in India, only HLL had a manufacturing base at the time of 
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India's independence. For other global MNCs, the Indian market was 
too small to bother about. Colgate and Nestle were there, but they were 
mainly into trading. Though the sixties saw many MNCs setting up 
their manufacturing base in the country, it was not a clear go for FMCG 
majors, for the government policy modeled as it was on a socialistic 
pattern with strong emphasis on self- efficiency, remained protectionist 
to the core. 
It was in 1978, that the new government earmarked several 
product categories for the small-scale sector. The MNCs then were 
asked to choose between slashing their equity stake to 40 percent or 
leave India. IBM and Coca-Cola opted for the latter and quit India. Only 
Unilever stayed put with HLL. Unilever managed to retain a 51% 
percent foreign stake by complying with the government conditions of 
minimum 10 percent export and 60 percent turnover from priority 
sectors. It got into the business of fertilizer and chemicals to meet the 
conditions for staying on in India. 
2.5.2. Lopsided Growth: 
HLL stayed on, but the FMCG sector in India had a slow and 
lopsided growth.'' After so many years, quite a few product segments in 
the industry still remain unrepresented, and most segments under-
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represented. Barring personal care and hygiene, no other product 
segment has had an explosion of players. In food products, for instance, 
there are only three major players- Pillsbury, ArinaPurna and Captain 
Cook. Same is the case for vegetable oils, where again there are very 
few players. 
It is because the FMCG sector never got the centrality it deserved. 
The FMCG sector has been a victim of definitional dilemma in India. 
This sector has been looked upon as an MNC dominated and high price 
sector which sold only luxury goods to the rich. Even the government 
shared this view, as its regulations reflected. 
As a result, most MNCs shied away from India. MNCs found that 
doing business in India was difficult as compared to the world outside. 
It did not make sense for them to make huge investments in India. 
There were other reasons as well, which made India an "extra tough" 
market in the eyes of the MNCs. The need for localization was much 
there. The market was not open enough to allow free entry and exit. 
2.5.3. The Dramatic Nineties: 
The situation changed^ with the 'liberalization' of Indian 
economy (1991). The liberalization has brought with it a sudden 
economic growth that has resulted in a spurt in real disposable incomes. 
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It has changed the scenario from an inward looking society to a rapid 
global integration. The Indian consumer is put into a time squeeze, 
zapping India into a present, in line with the West. 
The floodgates were opened and MNCs with saturated home-
markets who were looking for nascent markets rushed in. Categories 
within categories were created in products such as hair-oil and skin-
care and many new product categories were also created. Untouched 
facts of Indian consumers were explored. The FMCG companies had in 
front of them not only a vast untapped market but also a market that 
was fast growing. Income levels were rising. A new class of upwardly 
mobile was emerging. Television and satellite and cable television were 
helping the market to grow further in rural areas by changing 
aspirations and lifestyles. The canvas widened for the FMCG players, 
but so did the challenges. Rules of the game changed. Strategies, in their 
true sense came to the fore quite unlike in the past; companies began 
looking for ways to expand their product portfolios and distribution 
reach. Acquisition of brands became the order of the day as it gave the 
players easy options of attaining growth in the FMCG sector. 
HLL, for instance unleashed brands in a way it had never done 
before. Just in a span of four years (1992-1996), it acquired Tomco, 
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Kwality and Kissan. Lakme was bought off lock, stock and barrel in 
1995, to leverage Lakme's distribution channel. 
The Indian arm of Colgate-Palmolive bought off the entire oral 
hygiene business of Hindustan Ciba Greigy for Rs 1.31 billion taking 
over Cibaca Top and Cibaca Fluoride toothpaste brands and Supreme, 
Standard Angular and Deluxe Transparent toothbrush brands. It helped 
companies to increase their market share as well as distribution 
network. 
There is strong MNC presence in the Indian FMCG market and 
out of the top 10 FMCG companies four are multinationals while two 
others have significant MNC shareholdings. Unlike several other 
sectors where multinationals have entered after 1991, MNCs have been 
active in India for a long time. The table 2.1 shows top ten FMCG 
companies in India. 
The companies mentioned in table 2.1, are the leaders in their 
respective sectors. The personal care category has the largest number of 
brands, i.e., 21, inclusive of Lux, Lifebuoy, Fair and Lovely, Vicks, and 
Ponds. There are 11 HLL brands in the 21, aggregating Rs. 3,799 crore 
or 54% of the personal care category. Cigarettes account for 17% of the 
top 100 FMCG sales, and just below the personal care category. 
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Table 2.1 
The Top 10 Companies in FMCG Sector 
S.No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
Companies 
Hindustan Unilever Ltd. 
ITC (Indian Tobacco Company) 
Nestle India 
GCMMF (AMUL) 
Dabur India 
Asian Paints (India) 
Cadbury India 
Britannia Industries 
Procter & Gamble Hygiene and Health Care 
Marico Industries 
SourceiNaukrihub.com 
ITC alone accounts for 60% volume market share and 70% by value of 
all filter cigarettes in India. 
The foods category in FMCG is gaining popularity with a swing 
of launches by HLL, ITC, Godrej, and others. This category has 18 major 
brands, aggregating Rs. 4,637 crore. Nestle and Amul slug it out in the 
powders segment. The food category has also seen innovations like 
softies in ice creams, chapattis by HLL, ready to eat rice by HLL and 
pizzas by both GCMMF and Godrej Pillsbury. This category seems to 
have faster development than the stagnating personal care category. 
Amul, India's largest foods company, has a good presence in the food 
category with its ice-creams, curd, milk, butter, cheese, and so on. 
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Britannia also ranks in the top 100 FMCG brands, dominates the biscuits 
category and has launched a series of products at various prices. 
In the household care category (like mosquito repellents), Godrej 
and Reckitt are two players. Goodknight from Godrej, is worth above 
Rs 217 crore, followed by Reckitt's Mortein at Rs 149 crore. In the 
shampoo category, HLL's Clinic and Sunsilk make it to the top 100, 
although P&G's Head and Shoulders and Pantene are also trying hard 
to be positioned on top. Clinic is nearly double the size of Sunsilk. 
Dabur is among the top five FMCG companies in India and is a 
herbal specialist. With a turnover of Rs. 19 billion (approx. US$ 420 
million) in 2005-2006, Dabur has brands like Dabur Amla, Dabur 
Chyawanprash, Vatika, Hajmola and Real. Asian Paints is enjoying a 
formidable presence in the Indian sub-continent. Southeast Asia, Far 
East, Middle East, South Pacific, Caribbean, Africa and Europe. Asian 
Paints is India's largest paint company, with a turnover of Rs.22.6 
billion (around USD 513 million). Forbes Global magazine, USA, ranked 
Asian Paints among the 200 Best Small Companies in the World 
Cadbury India is the market leader in the chocolate confectionery 
market with a 70% market share and is ranked number two in the total 
food drinks market. Its popular brands include Cadbury's Dairy Milk, 5 
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Star, Eclairs, and Gems. The Rs.15.6 billion (USD 380 Million) Marico is 
a leading Indian group in consumer products and services in the Global 
Beauty and Wellness space Among the major companies, Hindustan 
Lever has a strong presence in the food, personal care and household 
care (detergents) sectors; ITC is the market leader in cigarettes. Amul 
has a strong presence in the food market. Nestle and Britannia are 
active in the food sector and Colgate has a strong presence in the oral-
care segment. 
2.6. Regulatory perspective: 
As most FMCG are the items are of daily need, a plethora of laws 
and regulation has historically governed the products and activities in 
the sector. The laws control almost every aspect of the sector, even 
though in different degree for different products. The regulatory 
coverage include eligibility for investment and ownership, mix and the 
choice of ingredients, plant location employment packaging and 
package size, transportation, storage and self life among various aspects 
. The taxation structure is also very complex .the FMCG are excised in 
accordance with the products and sizes of manufacturing unite. Then 
there a complex web of central sales tax and state sales tax laws^. 
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This regulatory perspective is now changing; the govemnient 
has introduced new policies for this sector. Automatic investment 
approval (including foreign technology agreements within specified 
norms), up to 100 per cent foreign equity or 100 per cent for NRI and 
Overseas Corporate Bodies (OCBs) investment, is allowed for most of 
the food processing sector except malted food, alcoholic beverages and 
those reserved for small scale industries (SSI). 24 per cent foreign equity 
is permitted in the small-scale sector. Temporary approvals for imports 
for test marketing can also be obtained from the Director General of 
Foreign Trade. The evolution of a more liberal FDI policy environment 
in hidia is clearly supported by the successful operation of some of the 
global majors like PepsiCo in India. 
The Indian government has abolished licensing for almost all 
food and agro-processing industries except for some items like alcohol, 
cane sugar, hydrogenated animal fats and oils etc., and items reserved 
for the exclusive manufacture in the SSI sector. Quantitative restrictions 
were removed in 2001 and Union Budget 2004-05 further identified 85 
items that would be taken out of the reserved list. This has resulted in a 
boom in the FMCG market through market expansion and greater 
product opportunities. 
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Various states governments like Himachal Pradesh, Uttaranchal 
and Jammu & Kashmir have encouraged companies to set up 
manufacturing facilities in their regions through a package of fiscal 
incentives. Jammu and Kashmir offers incentives such as allotment of 
land at concessional rates, 100 per cent subsidy on project reports and 
30 per cent capital investment subsidy on fixed capital investment upto 
$63,000. The Himachal Pradesh government offers sales tax and power 
concessions, capital subsidies and other incentives for setting up a plant 
in its tax free zones. 
2.7. Segments of Indian FMCG sector 
The main segments that make up the FMCG sector are: 
• Food and beverages. 
• Personal care and household care. 
• Cigarettes. 
2.7.1, Food and beverages: 
This sector includes health beverages; soft drinks; 
steples/cerealses; bakery products(biscuits bread, cakes); snack food; 
chocolates :ice-cream; tea ;coffee; soft drinks; processed fruits. 
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vegetables; dairy products; bottled water; branded flour; branded rice; 
branded sugar; juice etc. 
The Indian food market is multifaceted^o. It is not only complex 
but the complexity also have several dimension. The dimension 
includes the multiplicity of cuisines, food habits, cooking styles, among 
others. The market is fundamentally difficult to address with a 
standardised products. 
The food processing industry is one of the largest industries in 
India. It is ranked fifth in terms of production, consumption, export and 
expected growth. Food Processing Industry is widely recognized as a 
'sunrise industry' in India having huge potential for uplifting 
agricultural economy, creation of large scale processed food 
manufacturing and food chain facilities, and the resultant generation of 
employment and export earnings. India has enormous growth potential 
from its current status of being the world's second largest food 
producer to be the world's number one producer. 
The processed food industry ranks fifth in size in the country, 
representing 6.3 per cent of GDP. The industry size is estimated at US$ 
70 billion, including US$ 22 billion of value added products. This sector 
has been attracting FDI across different categories. 
54 
f.uiao- *^»9d V»^  
The Indian food market is approximately Rs i crore ($69.4^ 
billion), of which value-added food products comprise 
($22.2 billion). Despite food production in the country is expected to 
double by the year 2020. With food production expected to double by 
2020, large investments are already going into food and food processing 
technologies, skills and equipment. 
The Confederation of Indian Industry (CII) has estimated that the 
food processing sector has the potential of attracting Rs 1,50,000 crore 
(US$ 33 billion) of investment in 10 years and generate employment of 9 
million persons. The Government has formulated and implemented 
several Plans and Schemes to provide financial assistance for setting up 
and modernizing of food processing units, creation of infrastructure, 
support for research and development and human resource 
development in addition to other promotional measures to encourage 
the grow^th of the processed foods sector. 
A Goldman Sachs report ('Dreaming w i^th BRICs: The Path to 
2050') states that among Brazil, Russia, India and China, India will grow 
the fastest over the next 30 to 50 years by leveraging its demographic 
advantages and through continued development. At its present rates of 
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growth, the burgeoning market in the country "would be adding nearly 
one France every 3.5 years and one Australia every year". 
2.7.2. Personal care and house hold care: 
The Indian personal care industry is estimated at Rs 170 billion. 
This sector can again be further sub divided oral care(toothpaste, 
toothpowder, toothbrush) , hair care( hair oil, shampoo, hair colorants) 
skin care(cold cream fairness cream) personal wash(soaps);cosmetic and 
toiletries; deodorants; perfumes feminine hygiene; paper products. 
Personal wash: toilet soap account for the largest single share 
about 128bn in the Rs 480bn FMCG market. The estimated size of 
Indian soap 45 billion. The market can be further subdivided in to the 
segments; premium soap, medium price soap, and low end soap. Soaps 
can also be categorized in men's soaps, ladies soaps and common soaps. 
The market is expected to grow at a rate ranging from under 4 to 
around 4.5% these are very modest rates. These are very modest rate 
considering that the life style of not urbanites are changing but over all 
well of rural flock is changing at a very high pace, Rs 130bn market 
today will be more than 160bn by 2009-10 by value. 
HII is the leader of market and enjoys the highest market share 
with (lux, lifebuoy, Breez, Rexona) other leading player in this market 
56 
are Godrej soaps (cinthol, FairGlow, Shikakai, Nikhar) and Reckitt& 
colman (dettol). The rest of the market is highly fragmented with 
companies having strong presence in selected segmentes or regional 
presence only. Brand loyalty in very low, expected at premium end. 
And the key factor to the distribution (in rural market) and advertising 
(in urban market). 
Oral care: The size of oral care market is valued at Rsl6 bn. The 
oral care market can be segregated into toothpaste (60%), toothpowder 
(23%) and toothbrushes (17%). While 60% of toothpaste is sold on the 
family platform, around 35% is sold on cosmetic propositions. On the 
other hand, while toothpowder accounts for 52% of the market, red 
toothpowder accounts for 40% and black toothpowder accounts 8%. 
The penetration level of toothpast/powder in urban areas is 3X that in 
the rural areas. Traditional materials such as neem and tobacco are 
popular for cleaning in the rural areas, 
Given the low per capita consumption and penetration rates, 
toothpaste demand is mainly being driven by the overall market 
growth of 8-10%. Toothpowder growth is also being driven by the rural 
segment. Colgate- Palmolive is the leader in the tooth past market, with 
HLL the main competitor 
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The house hold care covers the products like fabric wash 
(laundry soaps arid synthetic detergents) house hold cleaners (dish 
/utensil cleaners, air fresheners, insecticides and mosquito repellents, 
metal polish and furniture polish). 
2.7.3. Cigarette 
Chewing tobacco has been a tradition in India for centuries. Of 
the total amount of tobacco produced in the country, around 48% is in 
the form of chewing tobacco, 38% as bidis, and only 14% as cigarettes. 
Thus, bidis, snuff and chewing tobacco (such as gutka, khaini and 
zarda) form the bulk (86%) of India's total tobacco production. In the 
rest of the world, production of cigarettes is 90% of total production of 
tobacco related products. 
The per capita consumption of cigarettes in India is merely a 
tenth of the world average. This unique tobacco consumption pattern is 
a combination of tradition and more importantly the tax imposed on 
cigarettes over the last 2 decades. Cigarette smokers pay almost 85% of 
the total tax revenues generated from tobacco. 
India is the second largest producer of tobacco in the world after 
China. It produced 572 m kgs of tobacco in FY03. However, India holds 
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a meager 0.7% share of the US$ 30 bn global trade in tobacco, with 
cigarettes accounting for 85% of the country's total tobacco exports. 
Despite being the second largest producer, India is only the ninth 
largest exporter of tobacco and tobacco products in the world. Out of 
the total tobacco produced in India, only one-third is flue-cured tobacco 
suitable for cigarette manufacturing. Most of the tobacco produce is 
suitable for the manufacture of chewing tobacco, bidis and other cheap 
tobacco products, which have no demand outside the country. In India, 
three major cigarette players dominate the market, primarily ITC with 
72% market share, Godfrey Phillips with 12% and VST with 8% share of 
the market 
2.8. Growing FMCG market in India. 
India is one of the largest emerging markets, with a population of 
over one billion. India is one of the largest economies in the world in 
terms of purchasing power and has a strong middle class base of 300 
million. 
Around 70 per cent of the total households in India (188 million) 
reside in the rural areas. The total numbers of rural households are 
expected to rise from 135 million in 2001-02 to 153 million in 2009-10. 
This presents the largest potential market in the world. 
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Table 2.2 
Rural and Urban Potential 
Population 2001-02(nm house hold) 
Population 2009-10 (nm household) 
% Ditribution (2001-02) 
Market (Towns/ Villages) 
Universe of Outlets (Mn) 
Urban 
53 
69 
28 
3,768 
1 
Rural 
135 
153 
72 
6,27,000 
3.3 
Source: Statistical Outline of India (2001-02), NCAER 
The annual size of the rural FMCG market was estimated at around U 
US$ 30 bn in 2001-02. With growing incomes at both the rural and the 
urban level, the market potential is expected to expand further. 
An average Indian spends around 40 per cent of his income on 
grocery and 8 per cent on personal care products. The large share of fast 
moving consumer goods (FMCG) in total individual spending along 
with the large population base is another factor that makes India one of 
the largest FMCG markets'^ 
The Indian FMCG sector is the fourth largest sector in the 
economy with a total market size in excess of US$ 13.1 billion'^. The 
FMCG market is set to treble from US$ 11.6 billion in 2003 to US$ 33.4 
billion in 2015. Penetration level as well as per capita consumption in 
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most product categories like jams, toothpaste, skin care, hair wash etc in 
India is low indicating the unsaturated market which is untapped by 
the marketres Burgeoning Indian population, particularly the middle 
class and the rural segments, presents an opportunity to makers of 
branded products to convert consumers to branded products'-"*. 
Table 2.3 
Penetration and Per Capita Consumption of FMCG 
Category Market Size (US$ 
million) 
Urban 
penetration 
(%) 
Rural 
penetration 
(%) 
Total 
Penetration 
High Penetration categories:>50%:Drive up gradation and consumption 
Fabric wash 
Personal wash 
Packed tea 
1210 
938 
635 
89.6 
97.9 
91.2 
82.9 
90.7 
82.2 
84.9 
92.8 
84.9 
Low penetration Categories: Derive penetiation 
Tooth paste 
Skin 
Hair wash 
Talcum powder 
Branded Atta 
Dish wash 
Instant coffee 
R&G Coffee 
Ketchups 
Deoderents 
Jams 
409 
312 
230 
148 
107 
102 
55 
30 
25 
19 
13 
69.8 
36.6 
40.1 
66 
44 
54.6 
-
-
12.5 
-
-
32.3 
19.8 
16.3 
36.8 
30.2 
11.5 
-
-
0.7 
-
-
43.5 
24.7 
23.3 
45.1 
34.3 
24.4 
-
-
4.2 
-
-
Source: HLL, Indian Readership Survey. 
Most Indian FMCG companies focus on urban markets for value 
and rural markets for volumes. The total market has expanded from 
US$17.6 billion in 1992-93 to US$ 22 billion in 1998-99 at current prices. 
61 
Rural demand constituted around 52.5 per cent of the total demand in 
1998-99^-'. Hence, rural marketing has become a critical factor in 
boosting bottom lines. As a result, most companies' have offered low 
price products in convenient packaging. These contribute the majority 
of the sales volume. In comparison, the urban elite consume a 
proportionately higher value of FMCGs, but not volume. 
By the early ninehes FMCG marketers had realized that Rural 
markets are vital for survival since the urban markets were getting 
saturated and Rural markets are extremely price-sensitive. 
Thus, a number of companies followed the strategy of launching 
a wide range of package sizes and prices to suit the purchasing 
preferences of India's varied consumer segments. Hindustan Lever, a 
subsidiary of Unilever, coined the term nano-marketing in the early 
nineties, when it introduced its products in small sachets. Small sachets 
were introduced in almost all the FMCG segments from oil, shampoo, 
and detergents to beverages. 
Cola major. Coke, brought down the average price of its products 
from around twenty cents to ten cents, there by bridging the gap 
between soft drinks and other local options like tea, butter milk or 
lemon juice. It also doubled the number of outlets in rural areas from 
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80,000 during 2001 to 160,000 the next year, thereby ahnost doubling its 
market penetration from 13 per cent to 25 per cent. This along with 
greater marketing, led to the rural market accounting for 80 per cent of 
new Coke drinkers and 30 per cent of its total volumes. The rural 
market for colas grew at 37 per cent in 2002, against a 24 per cent 
growth in urban areas. The per capita consumption in rural areas also 
doubled during 2000-02. 
2.9. FMCG Industries Initiatives in Rural Marketing: 
The Indian rural market with its vast size and demand base offers 
a huge opportunity for marketers. Rural India has a large consuming 
class with 41 per cent of India's middle-class and 58 per cent of the total 
disposable income. With population in the rural areas set to rise to 153 
million households by 2009-10 and with higher saturation in the urban 
markets, future growth in the FMCG sector will come from increased 
rural and small town penetration. Technological advances such as the 
internet and e-commerce will aid in better logistics and distribution in 
these areas. Already Indian corporates such as HLL and ITC have 
identified the opportunity and have initiated projects such as 'Project 
Shakti' and 'e-Choupal' to first, expand rural income, and then, to 
penetrate this market. 
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2.9.1. Project Shakti by HLL. 
FMCG giant Hindustan Lever^s initiated 'Project Shakti' to spur 
growth and increase the penetration of its products in rural India while 
changing lives and boosting incomes. Through a combination of micro-
credit and training in enterprise management, women from self-help 
groups turned direct-tohome distributors of a range of HLL products 
and helped the company test hitherto unexplored rural hinterlands. The 
project was piloted in Nalgonda district in Andhra Pradesh (AP) in 
2001, it has since been scaled up and extended to over 5,000 villages in 
52 districts in AP, Karnataka, Gujarat, Chattisgarh, Orissa and Madhya 
Pradesh with around 1,000 women entrepreneurs in its fold. The vision 
is to create about 11,000 Shakti entrepreneurs covering 100,000 villages 
and 100 million rural consumers by 2010. 
For HLL, greater penetration in rural areas is also imperative 
since over 50 per cent of its incomes for several of its product categories 
like soaps and detergents come from rural India. The project has borne 
fruit for HLL. In Andhra Pradesh, so far, since the experiment began, 
HLL has seen 15 per cent incremental sales from rural Andhra, which 
contributes 50 per cent to overall sales from Andhra of HLL products. 
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2.9.2. e-Choupal by ITC. 
An example of the successful application of IT is the e-Choupal 
experiment kicked off by diversified tobacco giant ITC'^. ITC has 
designed and set up internet kiosks called e-Choupals to support its 
agricultural product supply chain. The e-Choupals are totally owned 
and set up by ITC with the operators not having any investment or risk 
of their own. There are four kinds of e-Choupals tailored for shrimps, 
coffee, wheat and soyabeans. The focus is on creating internet access for 
global market information to guide production and supply decisions. It 
provides price information and thus, price certainty to the farmers. In 
addition, the farmers get access to operational information, developed 
by ITC experts, pertaining to cropping, seeds, fertilisers etc. 
The initial benefits of the ITC effort include a substantial 
reduction in transaction costs, from 8 per cent to just 2 per cent. These 
gains are shared roughly equally between ITC and individual farmers. 
The longer-term goal is to use e-Choupals as sales points for soyabean 
oil and a range of other consumer goods. ITC has also set up its first 
rural mail near Bhopal, where it distributes products of other FMCG 
majors as well. Hence, incomes generated through e-choupals will be 
targeted by the FMCG major to drive their product sales. 
65 
2.10. FMCG Players in India 
Indian FMCG market consist of domestic as well as foreign 
players 
2.10.1 Domestic players 
Britannia India Ltd (BIL) 
Britannia^^ India Ltd was incorporated in 1918 as Britannia 
Biscuit Co Ltd and currently the Croupe Danone (CD) of France (a 
global major in the food processing business) and the Nusli Wadia 
Group hold a 45.3 per cent equity stake in BIL through AIBH Ltd (a 
50:50 joint venture). BIL is a dominant player in the Indian biscuit 
industry, with major brands such as Tiger glucose, Mariegold, Fifty-
Fifty, Good Day, Pure Magic, Bourbon etc. The company holds a 40 per 
cent market share in the overall organised biscuit market and has a 
capacity of 300,000 tonne per annum. Currently, the bakery product 
business accounts for 99.1 per cent of BIL's turnover. The company 
reported net sales of US$ 280 million in 2002-03. Britannia Industries 
Ltd (BIL) plans to increase its manufacturing capacity through 
outsourced contract manufacturing and a greenfield plant in 
Uttaranchal to expand its share in the domestic biscuit and 
confectionery market. 
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Dabur India Ltd 
Established in 1884, Dabur India Ltd is the largest Indian FMCG 
and ayurvedic products company. The group comprises Dabur Finance, 
Dabur Nepal Pvt Ltd, Dabur Egypt Ltd, Dabur Overseas Ltd and Dabur 
International Ltd. The product portfolio of the company includes health 
care, food products, natural gums & allied chemicals, pharma, and 
veterinary products. Some of its leading brands are Dabur Amla, Dabur 
Chyawanprash, Vatika, Hajmola, Lai Dant Manjan, Pudin Hara and the 
Real range of fruit juices. The company reported net sales of US$ 218 
million in 2003- 04. Dabur has firmed up plans to restructure its sales 
and distribution structure and focus on its core businesses of fast-
moving consumer good products and over-the-counter drugs. Under 
the restructured set-up, the company plans to increase direct coverage 
to gap outlets and gap towns where Dabur is not present. A roadmap is 
also being prepared to rationalise the stockists' network in different 
regions between various products and divisions. 
Indian Tobacco Corporation Ltd (ITCL) 
Indian Tobacco Corporation Ltd is an associate of British 
American Tobacco with a 37 per cent stake. In 1910 the company's 
operations were restricted to trading in imported cigarettes. The 
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company changed its name to ITC Limited in the mid seventies when it 
diversified into other businesses. ITC is one of India's foremost private 
sector companies with a turnover of US$ 2.6 billion. While ITC is an 
outstanding market leader in its traditional businesses of cigarettes, 
hotels, paperboards, packaging and agri exports, it is rapidly gaining 
market share even in its nascent businesses of branded apparel, greeting 
cards and packaged foods and confectionary. After the merger of ITC 
Hotels with ITC Ltd, the company will ramp up its growth plans by 
strengthening its alliance with Sheraton and through focus on 
international projects in Dubai and the Far East. ITC's subsidiary. 
International Travel House (ITH) also aims to launch new products and 
services by way of boutiques that will provide complete travel services. 
Marico 
Marico is a leading Indian Group incorporated in 1990 and 
operating in consumer products, aesthetics services and global 
ayurvedic businesses. The company also markets food products and 
distributes third party products. Marico owns well-known brands such 
as Parachute, Saffola, Sweekar, Shanti Amla, Hair & Care, Revive, 
Mediker, Oil of Malabar and the Sil range of processed foods. It has six 
factories, and sub-contract facilities for production. In 2003-04, the 
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company reported a turnover of US$ 200 million. The overseas sales 
franchise of Marico's branded FMCG products is one of the largest 
amongst Indian companies. It is also the largest Indian FMCG company 
in Bangladesh. The company plans to capture growth through constant 
realignment of portfolio along higher margin lines and focus on volume 
growth, consolidation of market shares, strengthening flagship brands 
and new product offerings (2-3 new product launches are expected in 
2004-05). It also plans to expand its international business to Pakistan. 
Nirma Limited 
Nirma Ltd, promoted by Karsanbhai Patel, is a homegrown 
FMCG major with a presence in the detergent and soap markets. It was 
incorporated in 1980 as a private company and was listed in fiscal 1994. 
Associate companies' Nirma Detergents, Shiva Soaps and Detergents, 
Nirma Soaps and Detergents and Nilnita Chemicals were merged with 
Nirma in 1996-1997. The company has also set up a wholly owned 
subsidiary Nirma Consumer Care Ltd, which is the sole marketing 
licensee of the Nirma brand in India. Nirma also makes alfa olefin, fatty 
acid and glycerine. Nirma is one of the most successful brands in the 
rural markets with extremely low priced offerings. Nirma has plants 
located in Gujarat, Madhya Pradesh and Uttar Pradesh. Its new LAB 
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plant is located in Baroda and the soda ash complex is located in 
Gujarat. Nirma has strong distributor strength of 400 and a retail reach 
of over 1 million outlets. The company reported gross sales of US$ 561 
nuUion in 2003-04. It plans to continue to target the mid and mass 
segments for future growth. 
Foreign players: 
Cadbury India Ltd (CIL) 
Cadbury Indian Ltd is a 93.5 per cent subsidiary of Cadbury 
Schweppes Pic, UK, a global major in the chocolate and sugar 
confectionery industry. CIL was set up as a trading concern in 1947 and 
subsequently began its operations with the small scale processing of 
imported chocolates and food drinks. CIL is currently the largest player 
in the chocolate industry in India with a 70 per cent market share. The 
company is also a key player in the malted foods, cocoa powder, 
drinking chocolate, malt extract food and sugar confectionery segment. 
The company had also entered the soft drinks market with brands like 
'Canada Dry' and 'Crush', which were subsequently sold to Coca Cola 
in 1999. Established brands include Dairy Milk, Perk, Crackle, 5 Star, 
Eclairs, Gems, Fructus, Bournvita etc. The company reported net sales 
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of US$ 160 million in 2003. The company plans to increase the number 
of retail outlets for future growth and market expansion. 
Coca Cola 
Coca-Cola started its India operations in 1993. The Coca-Cola 
system in India comprises 27 wholly company-owned bottling 
operations and another 17 franchisee-owned bottling operations. A 
network of 29 contract-packers also manufacture a range of products for 
the company. Leading Indian brands Thums Up, Limca, Maaza, Citra 
and Gold Spot exist in the Company's international family of brands 
along with Coca-Cola, Diet Coke, Kinley, Sprite and Fanta, plus the 
Schweppes product range. During the past decade, the Coca-Cola 
system has invested more than US$ 1 billion in India. In 2003, Coca-
Cola India pledged to invest a further US$ 100 million in its operations. 
Colgate-Palmolive India 
Colgate Palmolive Indians is a 51 per cent subsidiary of Colgate 
Palmolive Company, USA. It is the market leader in the Indian oral care 
market, with a 51 per cent market share in the toothpaste segment, 48 
per cent market share in the toothpowder market and a 30 per cent 
share in the toothbrush market. The company also has a presence in the 
premium toilet soap segment and in shaving products, which are sold 
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under the Palmolive brand. Other wellknown consumer brands include 
Charmis skin cream and Axion dish wash. The company reported sales 
of US$ 226 million in 2003-04. The company's strategy is to focus on 
growing volumes by improving penetration through aggressive 
campaigning and consumer promotions. The company plans to launch 
new products in oral and personal care segments and is prepared to 
continue spending on advertising and marketing to gain market share. 
Margin gains are being targeted through efficient supply chain 
management and bringing down cost of operations. 
Hindustan Unilever Ltd 
Hindustan Unilever Ltd^^ also known as Hindustan Lever limited 
is one of the largest fast moving consumer goods company. HLL is a 51 
per cent owned subsidiary of the Anglo-Dutch giant Unilever, which 
has been expanding the scope of its operations in India since 1888. 
HLL is the largest marketer of household and personal care 
products like soaps, detergents, shampoos, skin care products, colour 
cosmetics, deodorants and fragrances. It is also the market leader in tea, 
processed coffee, branded wheat flour, tomato products, ice cream, jams 
and squashes. 
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HLL has recently launched a range of herbal health and personal 
care products (lever Ayush ayurvedic). 
HLL had over 36,000 employees and provide an indirect 
employment to more then 2,00,0000 peoples. Its operation is spread 
over 70 locations in India. HLL has over 100 factories, many of which 
are located in rural areas. 
HLL has a very strong distribution netv^ork covering over 3,400 
distributors and about 7000 redistribution stockiest covering about one 
million retail outlets. The distribution networks cover the entire urban 
population. 
Nestle India Ltd (NIL) 
Nestle Iridia^o Ltd a 59.8 per cent subsidiary of Nestle SA, 
Switzerland, is a leading manufacturer of food products in India. Its 
products include soluble coffee, coffee blends and teas, condensed milk, 
noodles (81 per cent market share), infant milk powders (75 per cent 
market share) and cereals (80 per cent market share). Nestle has also 
established its presence in chocolates, confectioneries and other 
processed foods. Soluble beverages and milk products are the major 
contributors to Nestle's total sales. Some of Nestle's popular brands are 
Nescafe, Milkmaid, Maggi and Cerelac. The company has entered the 
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chilled dairy segment with the launch of Nestle Dahi and Nestle Butter. 
Nestle has also made a foray in non-carbonated cold beverages segment 
through placement of Nestea iced tea and Nescafe Frappe vending 
machines. Exports contribute to 23 per cent of its turnover and the 
company reported net sales of US$ 440 rrullion in 2003. 
Procter & Gamble Hygiene and Health Care Limited 
Richardson Hindustan Limited (RHL), manufacturer of the Vicks 
range of products, was rechristened 'Procter & Gamble India^i' in 
October 1985, following its affiliation to the 'Procter & Gamble 
Company', USA. Procter & Gamble Hygiene and Health Care Limited 
(PGHHCL) acquired its current name in 1998, reflecting the two key 
segments of its business. P&G, USA has a 65 per cent stake in PGHHCL. 
The parent also has a 100 per cent subsidiary, Procter & Gamble Home 
Products (PGHP). The overall portfolio of the company includes 
healthcare; feminine-care; hair care and fabric care businesses. PGHP 
operates in just two business segments - Vicks range of cough & cold 
remedies and Whisper range of feminine hygiene. The detergent and 
shampoo business has been relocated globally to Vietnam. The 
company imports and markets most of the products from South East 
Asian countries and China, while manufacturing, marketing and export 
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of Vicks and sanitary napkins has been retained in India. The company 
reported sales of US$ 91 million in 2002-03. The parent company has 
announced its plan to explore further external collaborations in India to 
meet its global innovation and knowledge needs. 
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Chapter - 3 
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Chapter - 3 
Rural Marketing in India - A Conceptual 
Approach 
Preceding chapter has discussed FMCG scenario in India. In present 
chapter the rural market, rural urban difference and rural market 
environment in India has been discussed followed by basjc^coniponent 
of rural marketing -process and system. /^ r^,-^ t Ol <:^ >^ 
3.1. The Concept of Rural Market \1 - \ "j 
There is no consensus definition of rural market.^ 'DepjgEi^ iiBg^^up 
on business objectives, marketers use different definitions for what is 
rural says Suresh Balakrishna, executive UP hinterland, rural 
communication arm of lower, for 90 percent of companies "rural begins 
where their controllable distribution begins and media reach ends"\ 
(Arthoon 2002) for marketing purpose, marketers have a definition for a 
rural market. "Any market that exists in a thinly populated area with 
less than 10000 people and no significant infrastructure is known as 
rural market.^ 
It is pertinent to draw a line between rural and urban social 
system at this point since this study focuses mainly on rural market and 
marketing processes in contrast to urban market and urban marketing 
processes. In fact the demarcation between rural and urban system itself 
is quite debatable and hence there is more of a theoretical rural and 
urban continuum that exists in this case, there is in fact a blurred line 
between the two, the reasons for this is summarized as follows: 
(i) The societies are changeable: the rural urban societies change 
as industrialization takes place in India. Industrialization starts 
urbanization and thus economic factors change society from rural to 
urban. In recent years due to faster communication, different characters 
of the urban society are coming to villages and becoming part of the 
rural society these things make the comparison difficult. 
(ii) There is lack of universal definition for rural society: All 
appear to know what city life is and what village life is. But it is difficult 
to draw a line of demarcation between the two. The demarcation differs 
from one country to another. In Europe, a place is called a town if the 
population figures exceed 2500. This definition cannot hold well in Asia 
due to large population. There are 6.27 lakh villages in India consisting 
of 60% by number consist of population less then 500 and account for 
total of 20% of the rural, population. 50% of the rural population lives in 
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villages with a population between 1000- 5000 people. Villages of 
population over 5000 people account for 10% of the rural population. 
(iii) Rural and urban environment: The rural and urban 
environments are different. In many cases, a mixture is seen in few 
pockets of the same town or village. This makes the job of defining the 
rural or urban market more difficult. 
(iv) There is no dividing line between rural and urban society: 
there is difference in degree of subject. There is no line where village life 
ends and town life starts. Each village will have some characteristics of 
two and vice versa. 
The definition of urban society adopted by 2001 census is as 
under: 
• All places with a municipality, corporation, cantonment board or 
notified town area committee etc. 
• All other places: (i) minimum population of 5000 (ii) at least 75% of 
the male working population working engaged in non-agricultural 
pursuits and (iii) a density of population of at least 400 persons per 
square kilometers. 
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For our purpose, the reverse conditions of the urban society 
above may be taken as rural. 
3.2. Difference Between Rural and the Urban System 
Sorkin and Zimmerman^, two sociologist have identified 
variables that discriminate rural and urban society. 
Rural Society 
1. Culture 
— Is rigid, conservative in approach 
and custom bound. Society is guided 
by age old customs 
— No scientific outlook 
2. Social perceptions 
— Family controls the society 
3. Occupation 
— Rural people depend on nature for 
their work 
— Jobs are hereditary and custom 
oriented 
— Attitudes in work are conservative 
4. Specialisation 
— No specialisation. All jobs are done 
by one man 
— There is no division of labour 
5. Mobility in society 
— Social mobility is nil. People do not 
change their occupation, place, 
religion or political ideas 
6.Social uniformity 
— In rural society, due to castes the 
Occupations are fixed. There are 
limited job activities. Hence there is 
uniformity 
Urban Society 
— Free from traditional outlook. More 
scientific approach to the issues. 
— Progressive and reasonable 
approach 
— Economy and economic institutions 
control the society 
— Depend on man-made conditions 
— Modem and result-oriented. 
Families choose jobs as per their 
capacities 
— Modem outlook 
— Urban society is full of specialities 
— Dependence on others and there is 
division of labour 
— In urban society, any or all can 
change. There is social mobility. 
— People choose their jobs 
irrespective of castes. There are many 
jobs or occupations in urban society. 
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7. Social relationship 
— Villagers live in villages permanently. 
Their relations are permanent in nature. 
Rural society is based on co-operation and 
relationship 
8. Social tolerance 
— Social changes are not tolerated 
— Changes take place slowly and 
gradually 
— Family is dominant 
— Joint family is a norm 
— Individuals depend economically on 
a family 
— Considerable price in indianness and 
Indian lifestyle 
— In urban society, these aspects are 
absent. 
— Changes take place frequently 
— Changes take place faster 
— Individual outlook is dominant 
Single family is a norm 
— Individuals live by themselves 
— No such pride exists 
9. Social change 
— Change occurs as slow pace 
— No or little competition in rural 
society and hence no or little changes 
— Governed by traditional values, customs 
— For centuries rural society has not 
changed as it is stable and permanent 
— Changes quickly 
— Large competition and hence 
social changes take place 
— Not governed by customs or 
traditions 
— Changes quickly, there is no 
stability. 
10. Social stratification 
— Society is divided on traditional 
system 
— Status is determined by birth 
— The stratification does not change 
11. Status of women 
— No independent economic status 
— Considered subservient and given 
low status 
12. Density of population 
— Village consists of small population 
— All belong to same class may be of 
same castes. There is homogeneity 
Divided on the basis of 
economic social, political status 
or educational factors 
Economic, social or positional 
status is important in the urban 
society. 
In rural society, it changes as 
per the economic status. 
Most women have independent 
economic status 
Equal status at par with men in 
all fields of life 
Thickly populated and large 
numbers stay closeby 
All belong to different class and 
strata 
13. Size of society — Generally large and many with 
— Small with one main occupation occupations of different 
agriculture categories 
14. Social disorganization 
— The agencies to control society are — No agency for social control 
strong and able to control 
— Society is traditional and hence no — Traditional values have no 
disorganisation place, hence changes occur 
— New problems are not expected here — More new problems occur and 
make social life difficult 
Source; Sorokin, Pitirn and Ziinmerman,Carle.C., (1929), " Principles of Rural Urban 
Sociology", New York, Holt. 
There has been a vast differer\ce betv^een the two markets for a 
long time nov^. 'There is a difference in the media reach, the education 
levels, in the culture and the products that the two markets are exposed 
to and this leads to a difference in the two markets. But with technology 
coming in, mass media reach and literacy levels going up - this divide is 
expected to reduce. However, there is a 'long way to go. Meanwhile, 
marketers should keep in mind these differences when operating in 
rural markets. 
3.3. Rural Market Environment: An Analysis 
Data relevant to the criteria mentioned in the table 3.1 is 
produced here for further reference in formidable details at this stage. 
3.3.1 Status of Rural Population and Demographic Composition 
About three-fourths of India's population still lives in rural areas. 
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It is clearly visible from Table 3.1 although the proportion of rural 
population to total population is showing a slight decrease over the 
years, but in absolute number, the rural population is increasing at a 
higher rate than the urban population. 
Table: 3.1. Population of India: Rural versus Urban 
(In Million) 
Rural 
Urban 
Total 
1971 
43.90 
10.91 
54.81 
%of 
Total 
80.0 
20.0 
100.0 
1981 
50.20 
15.62 
65.82 
%of 
Total 
76.3 
23.7 
100.0 
1991 
62.2 
21.5 
83.7 
%of 
Total 
74.3 
25.7 
100.0 
2001 
74.2 
2S.5 
102.7 
%of 
Total 
72.2 
27.8 
100.0 
Source: Census of India 1971,1981,1991 and 2001. 
It is very necessary for a rural marketer to keep track of state-wise 
break-up of rural and urban population. It helps a marketer to figure 
out his target area more precisely. Table provides 3.2 state- wise rural-
urban population percentages according to 1991 and 2001 Census of 
India. 
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Table: 3.2 Rural Population, 1991 and 2001 Census 
No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
Stat^Union Territory* 
Jammu & Kashmir 
Himachal Pradesh 
Punjab 
Chandigarh* 
Uttaranchal 
Haryana 
Delhi* 
Rajasthan 
Uttar Pradesh 
Bihar 
Sikkim 
Arunachal Pradesh 
Nagaland 
Man i pur 
Mizoram 
Tripura 
Meghaiaya 
Assam 
West Bengal 
Jharkhand 
Orissa 
Chhatisgarh 
Madhya Pradesh 
Gujarat 
Daman and Diu* 
Dadra & Nagar Haveli 
Maharashtra 
Andhra Pradesh 
Karnataka 
Rural (per cent) 
1991 
76.5 
90.9 
70.5 
10.3 
® 
75.3 
10.1 
77 
80.2 
86.8 
90.2 
88.9 
82.6 
72.3 
N.A. 
N.A. 
77.8 
88.8 
72.1 
@ 
86.7 
@ 
76.8 
65.6 
53.2 
91.5 
61.3 
73.1 
96.2 
2001 
75.1 
90.2 
66.0 
10.2 
74.4 
71 
7.0 
76.6 
79.2 
89.5 
88.9 
79.6 
82.2 
76.1 
50.5 
83.0 
SOA 
87.3 
72.0 
77.7 
85.0 
79.9 
73.3 
62.6 
63.7 
77.1 
57.6 
72.9 
66.0 
Urban (per cent) 
1991 
23.6 
9.1 
29.5 
89.7 
@ 
24.7 
89.9 
23 
19.8 
13.2 
9.8 
11.1 
17.4 
27.7 
N.A. 
N.A. 
22.2 
11.2 
27.9 
@ 
13.3 
@ 
23.2 
34.4 
46.8 
8.5 
1 
26.9 
30.8 
2001 
24.9 
9.8 
34.0 
89.8 
25.6 
29 
93.0 
23.4 
20.8 
10.5 
11.1 
20.4 
17.8 
23.9 
49.5 
17.0 
19.6 
12.7 
28.0 
22.3 
15.0 
20.1 
26.7 
37.4 
36.3 
229 
42.4 
27.1 
34.0 
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30. 
31. 
32. 
33. 
34. 
35. 
Goa 
Lakshadweep 
Kerala 
Tamil Nadu 
Pond cherry 
Andaman &. Nicobar Islands 
59 
43.7 
73.5 
65.9] 
36.0 
73.3 
50.2 
55.5 
74.0 
56.1 
334 
67.3 
4.1 
56.3 
26.5 
341 
64.0 
2671 
49.8 
44.5 
26.0 
43.9 
66.6 
32.7 
@ These States were formed alter Census of India 1991 data were co lected .N.A.; 
Not Available 
Source: Census of India 1991 and 2001. 
Table 3.2 shows hat in most of the states/union territories the 
share of rural population is decreasing with the passage of time. In 
certain states/union territories like Punjab and Arunachal Pradesh, the 
rate is also quite high, inspite of this phenomenon, the share of rural 
population is much higher than the urban population. 
Table 3.3 Population Projections 
Year 
1996 
2001 
2006 
2011 
2016 
Project 
Persons 
934,218 
1,012,386 
1,094,126 
1,178,889 
1,263,543 
ed Population (in 
thousands) 
Males 
484,859 
523,780 
564,498 
606,744 
648,886 
Females 
449,360 
488,606 
529,628 
572,145 
614,657 
% Urban 
Population 
27.73 
28.77 
30.35 
31.99 
33.67 
% Rural 
Population 
72.27 
71.23 
69.65 
68.01 
66.33 
Source: Census oflndia1991 
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The marketer should not only analyze past arid present trends, he 
should also be focused on exploring opportunities based on possible 
future trends. Table 3.3 provides urban-rural population projections till 
the year 2016. A marketer should evaluate the growth potential by 
keeping a track of such data. 
After studying the population figures, we shall now profile this 
population. 
3.3.1.1 Sex Composition: 
Table 3.4 gives the sex composition of rural-urban population 
according to Census of India 2001 
Table3.4: Rural-Urban Sex Composition, 2001 
Rural 
Urban 
India 
Males 
Population 
(in crore) 
38.1 
15.0 
53.1 
Per cent 
71.74 
28.26 
100.00 
Females 
Population 
(in crore) 
36.0 
13.5 
49.5 
Per cent 
72.72 
27.28 
100.00 
Source: Census of India 2001. 
Analyzing the sex composition gives an idea about the types of 
products that would be in demand. 
3.3,1.2 Age Profile: 
Different age groups require different products. Therefore, a 
marketer should keep an eye on age profile of rural people. Table 3.5 
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gives an idea of age profile of rural people. 
It is interesting to note that the young age group ranging from 10-
14 category to 25-29 category constitute 40% of the rural market. This 
age group is very important for a marketer, as they are the growing 
opinion leaders of the rural market and the change agents of the 
cor\sumption process.'* 
Table 3.5 Distribution of Rural Population by Age, 1991 
Age Category 
0-4 
5-9 
10-14 
15-19 
20-24 
25-29 
30-34 
35-39 
40-44 
Percent 
10.7 
11.9 
11.5 
10.2 
9.9 
9.1 
7.6 
6.9 
5.4 
Age Category 
45-49 
50-54 
55-59 
60-64 
65-69 
70-74 
75-79 
80 + 
Total 
Percent 
4.4 
3.5 
2.4 
2.3 
1.3 
1.0 
0.4 
0.6 
100.0 
Source: Census of India 1991, Table C-6, Part IV - Social and Cultural Tables. 
3.3.2. Occupational pattern of rural India. 
Agriculture is the main occupation in rural economy. To help and 
supplement the agriculture other activities are also performed in 
villages. The daily needs of the villagers are also met by there 
occupations in the villages. There exists a hereditary and traditional 
way of doing all these jobs in villages. 
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Basic occupations that exist and help directly agro-related works are:^ 
(i) Farm labourer, 
(ii) Priest, 
(iii) Blacksmith, 
(iv) Carpenter, 
(v) Washerman, 
(vi) Barber, 
(vii) Shoe maker, 
(viii) Potter and (ix) Milkman. 
By Census definition (Census of India 2001), a person is 
considered as cultivator if he or she is engaged either as employer. 
Single worker or family worker in cultivation of land owned or held 
from government, private persons or institutions for payment in money, 
kind or share of crop. It includes supervision or direction of cultivation. 
An agricultural labourer is defined as a person who works in 
another person's land for wages in cash; kind or share such a person has 
no risk in cultivation but merely works in another person's land for 
wages. He/she does not have any right of lease\ or contract on land on 
which he/she works. 
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Table 3.6 Distribution of Rural Population by Occupation 
(1951 to 2001). In Million 
Year 
1951 
1961 
1971 
1981 
1991 
2001 
Total 
Population 
361.1 
439.2 
548.2 
683.3 
846.3 
1027.0 
Rural 
Population 
296.6 
(82.7) 
360.3 
(•82.0) 
439.0 (80.1) 
523.9 (76.7) 
628.7 
(74.3) 
741.7 
(72.22) 
Cultivators 
69.9 
(41.1) 
99.6 (52.8) 
78.2 (43.4) 
92.5 (37.8) 
110.7 
(35.2) 
127.6 (31.7) 
Agricultural 
Laboiuers 
57.3 
(33.7) 
31.5 
(16.7) 
470.5 
(26.3) 
55.5 
(22.7) 
74.6 
(23.8) 
107.5 
(26.7) 
Other 
Workers 
42.8 
(25.2) 
57.6 
(30.5) 
54.7 
(30 3) 
%.6 (a) 
(39.5) 
128.8 (a) 
(410) 
167.4 
(41.6) 
Total 
170.0 
(100.0) 
188.7 
(100.0) 
180.4 
(100.0) 
244.6 
(100.0) 
314.1 
(100.0) 
402.5 
(100.0) 
Source: Agricultural statistics at a glance 2002, ministry of agriculture, government 
of India. 
The other workers category includes professionals like teachers, 
doctors, petty shopkeepers, artisans, businessmen etc. Table 3.6 gives a 
detailed view of population and agricultural workers since 1951. 
As seen in Table 3.6, 58.4 per cent that is more than half of the 
rural population falls under one of the two categories cultivators or 
agricultural labourers. Thus, it can be easily concluded, the main 
occupation in rural areas is agriculture and related activities. Table 3.6 
shows that in the year 1994-95. 41 percent of the household were 
dependent on agriculture income itself. 
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3.3.3. Literacy Status of Rural Population: 
Literacy remains one of the significant parameters to judge the 
state of development of an area. Table 3.7 presents the overall literacy 
figures with rural — urban breakup from 1951 Census to 2001 Census: 
As can be observed from Table there has be a tremendous 
improvement in the literacy rate of rural India. This is good news for a 
marketer as high rate of literacy solves two problems for a marketer, 
first and foremost is communication. The communication task becomes 
much easier with increasing number literates in rural India. 
Table: 3.7 Rural-Urban Literacy (1951 to 2001) 
Year 
1951 (5-years and above) 
Rural 
Urban 
Total 
1961 (5 years and above) 
Rural 
Urban 
Total 
1971 (5 years and above) 
Rural 
Urban 
Male 
19.02 
45.06 
24.95 
29.10 
57.49 
34.44 
33.76 
61.27 
Female 
4.87 
22.33 
7.93 
8.55 
34.51 
12.95 
13.17 
42.14 
Person 
12.10 
34.59 
16.67 
19.10 
46.97 
24.02 
23.74 
52.44 
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Total 
1981 (7 years and above) 
Rural 
Urban 
Total 
1991(7 years and above) Rural 
Urbjin 
Total 
2001 (7 years and above) 
Rural 
Urban 
Total 
39.45 
49.69 
76.83 
56.50 
57.87 
81.09 
64.13 
59.37 
75.68 
75.96 
18.69 
21.77 
56.37 
29.85 
30.62 
64.05 
39.29 
38.94 
63.89 
54.28 
29.45 
36.09 
67.34 
43.67 
44.69 
73.08 
52.21 
49.44 
70.09 
65.38 
Source: Selected Educational Statistics, 1999-2000 and Census of India 2001. 
The second problem, which gets solved, is degree of product 
adaptation required for these areas. Due to higher levels of literacy, the 
marketer can look forward to more standardised products in terms of 
packaging, branding etc. thus, reducing costs to a certain extent. 
Looking at overall literacy percentages does not give a very clear 
picture. Table 3.8 and 3.9 and provide a detailed picture of rural 
literacy. 
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Table: 3.8 Level of Rural Literacy, 1991 
Unit 
Total literates ('000) 
Rural 
Males 
151,216 
Per cent literate who are: 
Below 'primary 
Primary' but below middle 
Middle but below Matric 
Matric but below graduate 
Graduate and above 
27.2 
30.1 
21.6 
17.7 
3.4 
Females 
74,928 
33.2 
34.8 
19.7 
10.7 
1.4 
Source: Table C-2 and C-2A Census of India 1991, Part IV-Social and Cultural 
table. 
Table: 3.9 Literacy Rate by Important Age Groups and Sex. 1991 
Age Group 
7 years and above 
10 years and above 
15 years and above 
10-14 years 
15-19 years 
15-59 years 
60 years & above 
Attending school in age group (%): 
6-10 years 
11 -13 years 
Rural 
Males 
57.9 
57.7 
54.6 
73.4 
71.0 
57.4 
33.7 
52.3 
69.1 
Female 
30.6 
29.0 
24 6 
52.3 
45.8 
26 8 
7.5 
39.3 
46 6 
Source: Table C-2, C-2A and C-4, Census of India 1991, part IV Social and Cultural Tab. 
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As seen in the table 3.8 Out of total number of literates the highest 
percentage category is of those who have cleared their class 10 but have 
not graduated. It is also clear that not many females are allowed to 
continue their study beyond middle level. It is interesting to see that till 
middle level, the female percentage exceed the male percentage, it 
however declines drastically beyond that. 
3.3.4. Income Generation Pattern of Rural System:^ 
The village income is generated mostly by agricultural produce 
and allied activities. They are: 
(I) By sale of agricultural produce: This is the main and important 
source of national produce which gives approximately 25% to gross 
domestic produce in India. Agriculture is the means of direct or 
indirect livelihood for 72% of the Indian population. Agricultural' 
produce gives food and fodder for the animals. The backbone of the 
Indian economy is agriculture. 
(ii) By sale of animal produce: Income is generated by the sale of 
animal produce, eg. sale of milk, butter and dairy products. 
(iii) By service: The salary or charges for services rendered by teacher, 
doctor or village nurse. 
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(iv) By interest on investment: Interest earned in banks or private 
bankers on investments 
(v) Government subsidies and grants: Government allow funds for 
the development of village economic activities to stimulate growth in 
the rural sector. 
(vi) By mortgage of properties and gold: This type of income is 
conmion in villages. Inspite of efforts of banks and government, the 
money lenders play a crucial role in the economic activity in villages. 
(vii) By charities and donations: The rich and well-to-do donate for 
religious or charitable causes in villages. 
(vi) The labour Occasionally labourers do jobs in construction of 
roads, bridges and buildings. 
(ix) Others: Other incomes comes from sale of properties like 
buildings, agricultural land, implements, seeds, gold ornaments, 
bullocks etc. income is also generated by sale of waste land and 
agricultural need related items. 
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Table: 3.10 Expected Growth Rate of Income Classes 
Income Groups 
(Rs. In 1994-95 prices) 
Low (upto 22,500) 
Lower middle 
group(22,501-15,000) 
Middle(45,001-70,000) 
Upper middle(70,000-
96,000) 
High(above 96.000) 
Total 
Urban 
2001-
02 
-26.5 
-9.2 
2.5 
13.0 
15.9 
2.8 
Rural 
2006-07 
-8 9 
3.4 
13.4 
5.9 
14.3 
1.6 
Urban 
1994-95 
-12.5 
1.7 
6.5 
11.4 
18.4 
2.3 
Rural 
°2001-02 
-5.5 
8.3 
8.1 
9.9 
11.5 
1.5 
Source: Based on studies by National Council of Applied Economic Research, New 
Delhi. 
Table: 3.11 Sources of Income by Occupation Groups 
Occupation 
Group 
Rural 
Self-emp 
Farming 
Self-emp non-
farming 
Salary 
Agr wage 
Non Agi. 
Farming 
81.76 
11.8 
8.08 
8.57 
6.71 
Non-
farm 
2.05 
78.75 
79.79 
0.87 
.30 
Salary Agri-
3.6 
2.98 
1.88 
0.20 
0.22 
wage 
5.36 
1.76 
2.55 
79.95 
3.16 
Non-
agri 
wage 
1.96 
0.35 
.99 
4.67 
80.42 
Others 
5.28 
5.05 
6.71 
5.74 
8.74 
All 
sources 
100. 00 
100. 00 
100. 00 
100. 00 
100. 00 
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Wage 
Others. 
All Groups 
urban 
Self-emp 
Farming 
Salary 
Agr wage 
Non Agi. 
Wage 
Others. 
All Groups 
All India. 
Self-emp 
Farming 
Self-emp non-
farming 
Salary 
Agr wage 
Non Agi. 
Wage 
Others. 
All Groups 
16.45 
35.37 
74.01 
0.85 
0.85 
-
0.81 
0.88 
1.72 
81.56 
4.96 
2.89 
8.32 
4.51 
6.95 
20.49 
2.32 
11.16 
1.43 
82.81 
1.57 
-
1.12 
50.95 
20.74 
2.04 
81.18 
1.66 
.85 
0.61 
4.54 
15.40 
5.91 
17.42 
4.63 
2.54 
84.04 
-
3.52 
12.51 
54.07 
3.62 
2.72 
82.84 
.20 
1.45 
9.90 
33.63 
6.05 
20.29 
2.28 
0.10 
0.06 
72.80 
1.38 
0.15 
0.74 
5.28 
0.78 
0.76 
79.75. 
2.78 
2.45 
11.63 
0.96 
7.56 
2.65 
0.57 
0.40 
19.25 
81.66 
1.87 
4.94 
1.98 
0.48 
0.56 
5.09 
80.88 
1.52 
6.40 
68.41 
8.20 
14.50 
13.14 
13.09 
7.95 
11.51 
78.64 
17.78 
5.51 
9.88 
11.29 
5.8 
9.77 
74.66 
12.44 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100.00 
100. 00 
Source: NCAER, New DeUii, 2000 
96 
Seventy five percent of income generation in rural areas is from 
agriculture and agriculture related activities' implying the prosperity 
of rural areas is directly related to the rate of agricultural rural 
development Therefore, it becomes important for a marketer to view 
rural marketing as developmental marketing i.e., providing sources of 
income generation along with selling his products there. Many 
companies operating in rural markets are following this approach. 
Analysing only the income generation process will leave a 
marketer midway. He further needs to study distribution of income, as 
income per household is a better indicator of market potential. 
Table: 3.12 Distribution of Rural Population by Monthly Household 
Income (percent) 
Monthly Household Income category 
Up to 500 
501-1000 
1001-2000 
2001-5000 
5001-10000 
Above 10000 
Total 
Percent 
4.5 
26.0 
39.0 
26.0 
4.0 
0.5 
100.0 
Source: IRS 2001 Round 2. 
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Table: 3.13. Estimated Number and Distribution of Rural Household 
by Income Groups 
Annual Inconie(Rs.) 
(at 1993-94 prices) 
Upto 20000 
20001-40000 
40001-62000 
62001-86000 
Above 86000 
TOTAL 
Source: Indian Mar 
Households ('000) 
1994-95 
71125 
30095 
9625 
3144 
1887 
115875 
cet Demograph 
1995-96 
676101 
34231 
10204 
3686 
2442 
118173 
Distribution 
(per cent) 
1994-95 
61.38 
l~ 25.97 
8.31 
2.71 
1.63 
100.001 
ics Report, NCAER, 1998. 
1995-96 
57.21 
28.97 
8.63 
3.12 
2.07 
100.00 
As seen in Table 3.12 the niajority of rural population, 69.5 
percent, has monthly household income of Rs. 2000 or less. This 
necessitates the supply of smaller packs of products for this market. 
3.3,5. Credit Availability and Saving Pattern: 
Next aspect which a marketer has to study for operating in rural 
market is the degree of credit availability and savings pattern. This is 
important as 75 per cent of the rural population is dependent on 
agriculture and related activities for income that is mainly a seasonal 
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income. Both for qualitative as well as quantitative regular sales, 
availability of credit play an important role. 
Although credit availability in rural areas is riot for consumables 
and non-agricultural durables, but in the long run the development of 
agriculture would automatically lead to more and stable income. At 
present the major institutional agencies supplying credit to farmer and 
rural weaker sections are — Commercial banks. Primary Agricultural 
Co—operative Credit Societies, Land Development Banks and Regional 
Rural Banks. In addition. National Bank for Agriculture and Rural 
Development (NABARD) is refinancing in a big way the banks for 
different agricultural development projects like lift Irrigation Schemes 
etc. 
At this point of discussion, one issue which deserves attention is 
Self Help Groups (SHGs) — SHGs are self—managed homogeneous 
groups of economically backward people that promote savings among 
themselves and pool the savings. These pooled resources are then 
supplemented by external resources i.e., bank credit when these groups 
gain experience. 
99 
3.3.6. Rural Expenditure Pattern: 
Another relevant aspect to the study is to take stock of 
expenditure pattern. The disposable income in the rural sector is less 
then the urban sector. The next table gives the expenditure pattern 
comparison of both rural and urban population. 
Table 3.14.Monthly Private Consumption Expenditure 
(Percentage distribution) 
NSS Rounds 
Consumption Items 
Food 
Cereals 
Gram 
Cereal substitute 
Pulses and Products 
Milk and Milk Products 
Edible oil 
Meat, Egg, Fish 
Vegetables 
Fruits and Nuts 
Sugar 
Salt and Spices 
Beverages, etc. 
Non-Food 
Betel leaf, Tobacco&intoxicants 
Fuel & Light 
Clothing 
Footwear 
Misc. goods and services 
(incl. rents & taxes) 
Durable goods 
TOTAL 
Total Expenditure (Rs.) 
Rural 55'h** 
7 days 30 days 
27th 
Average monthly per ca| 
percentage of tol 
60.9 
22.3 
0.1 
01 
4.0 
8.5 
3.8 
3.5 
6.6 
1.9 
2.2 
3.5 
4.3 
39.1 
2.8 
7.2 
6.6 
1.1 
18.9 
2.5 
100.0 
505.0 
59.4 
22.2 
0.1 
0.1 
3.8 
8.8 
3.7 
3.3 
6.2 
1.7 
2.4 
3.0 
4.2 
40.6 
2.9 
7.5 
6.8 
1.1 
19.6 
2.6 
100.0 
486.0 
72.9 
40.6 
0.6 
0.5 
4.3 
7.3 
3.5 
2.5 
3.6 
1.1 
3.8 
2.8 
2.4 
27.1 
3.1 
5.6 
7.0 
0.5 
8.7 
2.2 
100.0 
44.2 
Urban 55«h** 
7 days 30 
days 
27th 
>ita expenditure as 
tal MPCE* 
49.4 
12.5 
0.1 
0.1 
3.0 
8.4 
3.2 
3.3 
5.5 
2.7 
1.7 
2.8 
6.3 
50.6 
1.9 
7.5 
5.9 
1.1 
30.6 
3.5 
100.0 
879.0 
48.1 
12.4 
01. 
0.1 
2.8 
8.7 
3.1 
3.1 
5.1 
2.4 
1.6 
2.2 
6.4 
51.9 
1.9 
7.8 
6.1 
1.2 
31.5 
3.6 
100.0 
855 
64.5 
23.3 
0.3 
0.1 
3.4 
9.8 
4.9 
3.3 
4.4 
2 
3.6 
2.3 
7.6 
35.5 
2.8 
5.6 
5.3 
0.4 
19.2 
2.2 
100.0 
63.3 
Note: 27* round: October 1972 to September 1973; 55* round: July 1999 to June 2000. 
Source: Statistical outline of India 01-02, page 222. 
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3.3.7. Annual Expenditure of Rural and Urban Population on Capita 
Basis 
From the above data, it may be seen that the per capita 
expenditure on an average is 50% of an urban man. There are other 
features of rural spending. These are: 
(i) Seasonal: A villager gets his return when he gets his produce and 
sells it in the market. As such, his spending pattern will be seasonal 
specially for FMCG and high value purchases. Off season he buys the 
bare minimum of his requirements. 
(ii) High expenditure from rich farmers and upper society in villages. 
Affluent farmers are cash rich and can spend. By and large a villager is 
spendthrift and goes on a sporadic buying spree. 
(iii) Purchases increase in religious occasions, marriages, festivals etc. 
Large and high value items are purchased by villagers during festivals, 
marriages, fairs and religious occasions in the family. The villager even 
goes to the extent of taking loans and mortgaging to buy things on such 
occasions. It is considered a family honour to buy and spend on food 
and feeding, gifts etc. on such occasions. 
(iv) Other purchases: On other purchases like agri-inputs, seeds etc., the 
villager is choosy and judicious in his expenditure. 
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After understanding geodemographic and economic environment 
a marketer might feel the rural market is a homogeneous market that is 
not true. To ensure success, a rural marketer should he well conversant 
with the overall rural culture and particularly o the specific area where 
lie wants to operate. 
3.4. Rural Marketing: Process and System 
Once we have defined what rural market, it is easier to define 
rural marketing because the latter is an application of marketing skill to 
rural areas. But that is not the case. Everyone has been talking about 
rural marketing but no one has been able to define it. Unlike other types 
of marketing — International, Global, Social etc., there is no universal 
definition of rural marketing. 
Different people have been defining it in their own ways. The 
most prominent one is given by Malaviya.'' "Actually rural marketing 
consists of two words: "rural" and "marketing". The first denotes an 
environment and second a process. Both terms have their own 
descriptive parameters and analytical and objective dimensions. Their 
synthesis is a meaningful developmental activity." Rural marketing can 
be defined as the process of delivering a better standard of living and 
quality of life to the rural areas, taking into consideration the prevailing 
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social structure of the rural people. It is a social process of interactions 
between the rural and urban environment. Rural marketing broadly 
involves reaching rural customers, estimating their needs and wants 
and then supplying goods and services to meet these requirements.^ 
The idea behind rural marketing is to carry the concept of marketing to 
the farthest end possible for the maximum national good.^ 
3.5. Domain of Rural Marketing 
Rural Marketing was confused with agricultural marketing 
focusing mainly on the marketing of agricultural products and that of 
agricultural inputs for a very long period of time. Later, the concept was 
broadened to cover handicraft, small scale and cottage industries 
products, but the area of operations was still limited to the marketing 
strategies used for selling the products in rural are: Thus, even at this 
point, the concept did not provide a true picture. However, after period 
of time, Jha identified the real domain of rural marketing as followsi^o 
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Rural 
to 
Urban 
from 
Rural 
Urban 
1 
3 
2 
\ ^ ^ 
Figure 3.1 Domain of Rural Marketing 
Source:Mithileshwar Jha (1988), "Rural Marketing: Some Conceptual Issues," 
Economic and Political Weekly, February 27, p. M-9 
In the Figure 3.1 cells I, 2 and 3 represent the domain of rural 
marketing. 
Cell I: represents flow of products from rural producers to rural 
consumers. 
Cell 2: represents flow of products from rural producer urban 
consumers. 
Cell 3: represents flow of products from urban producers to rural 
consumers. 
Cell 1 transactions or rural to rural trarisactions limit production 
and consumption within the rural area itself. Examples of such products 
are bamboo baskets, ropes, small agricultural tools and other items, like 
window and doorframes, household earthen, aluminium utensils etc. 
104 
Mainly, the artisans — blacksmiths, carpenters, and cobblers cater to the 
professional and household needs of the rural people. 
Cell 2 transactions or rural to urban transactions consists of two 
broad categories of products: 
• Agricultural products like food grains, oilseeds, cotton, sugarcane 
which ate consumed by urbanites after due processing. Many of these 
products are basic raw materials for industry — cotton for textiles, 
tobacco for cigarettes and beedies, oilseeds for edible oil, sugarcane for 
sugar etc. 
• Finished products produced by rural industry, craftsmen and 
artisans that find a market in urban areas. Examples of such items are 
lacquer quoted wooden toys, brassware, and handloom textiles. 
Cell 3 transactions or urban to rural transactions cover the goods 
and services of all categories — agricultural inputs like fertilizers, 
pesticides, seeds, tractors; consumables like washing soaps, bathing 
soaps, cosmetics, cigarettes, beverages, food packets; consumer durables 
like electronic goods, modes of transportation — bicycles, mopeds etc. 
This cell is the focus of this study. It requires understanding the rural 
consumer and its environment and modifying marketing strategies 
accordingly.!^ 
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Rural marketing is, thus, a two way marketing process. It is not 
only concerned with the flow of goods and services from urban areas to 
rural areas but also from r areas to urban areas. Moreover, it includes 
the flow of goods and services within the rural area itself. 
3.6. Emerging Rural Marketing: 
The villages and small towns of India, that inconsequential dot on 
maps are now getting the attention of the marketers. Rural India has 
more than 6 lakh villages, housing about three-fourths of the county's 
population that is earning one-third of the national income. 
Rural India accounts for 30-60 per cent of the total sales of a host 
of consumer goods ranging from biscuits to toothpastes, shampoos and 
washing machines.^2 n accounts for three-fourths of all bicycles and 
radios sold in India, 56 per cent of all batteries, 55 per cent of both tea 
and washing cakes/bars, 31 per cent of colour televisions, 8 per cent of 
VCRs, 10 per cent of washing machines, 18 per cent of refrigerators, 38 
per cent of toothpaste, 24 per cent of shampoo and 28 per cent of all 
face- creams.^3 
Several marketers have already done well in rural India. Over 60 
per cent of Lifebuoy soap sales occur here and over 60 per cent of Nirma 
washing powder sales is rural. Philips is a household name in consumer 
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durables. FIMT watches are conunonly found. Mahindra Jeeps and 
tractors are very popular with farmers. Bullet continues to be a popular 
motorcycle.^4 Many big companies like HLL, ITC, Dabur, Nirma, Tata, 
Asian Paints, Marico, Eveready etc. have done a treat job of rural 
penetration over the years. 
Thanks to globalization, economic liberalization, IT revolution 
and improving infrastructure, middle class rural India today has more 
disposable income than it had earlier. The growth in the rural markets is 
perhaps the most significant feature of the marketing environment of 
India in recent times. Marketers have realised that the rural market is no 
pushover. Apart from flagging urban consumption levels, a newly 
found prosperity is the key driver.^s Therefore, a thorough 
understanding of the rural markets has become an important aspect of 
marketing in the Indian marketing environment today. 
Infact, rural marketing has become more of a necessity than a 
term preference to day, with three fourth of total population and many 
significant changes taking place in the over all development of rural 
areas, the vast untapped potential of rural market is growing at a rapid 
pace, thus becoming the most promising component of the Indian 
marketing system.^^ 
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3.7. Vast Rural Market Potential 
The following points explain the reasons for this vast potential to 
be untapped through rural marketing process and system. 
3.7.1. Increasing Purchasing Power: a marketer finds increasing high 
purchasing power (on overall basis) in rural areas mainly because of 
two reasons: 
a) High Proportion Of Rural Population: 
According to census of India 2001, out of total population of 102.7 crore 
74.2 crore are in rural areas. That makes it 72.2 per cent of the country's 
population. Also, in absolute terms, the rural population is increasing at 
a higher rate than urban population. The significance of these figures is 
that even a small percentage increase in overall income would lead to 
addition of a large number of customers bringing in much needed 
volumes. 
b) Agricultural Advancement: 
As more and more land is brought under irrigation, new 
agronomic practices are being adopted, multiple cropping to include 
non-food crops is initiated, procurement prices of paddy and rice are 
increased and more agricultural research is being done resulting in 
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better yields, the incomes of rural people are drastically increasing.^^ ^ 
wealth generating process has already emerged in rural India due to 
green revolution, farm policy of the government to make agriculture 
more diversified and profit oriented, export agricultural produce, tax-
exempted agricultural income and availability of subsidies.^^ por the 
year 2001-02, the growth rate of agriculture and allied sectors is 5. 7 per 
cent as compared to 3 .3 per cent in industrial sector.^' More growth 
means more income. Also, overall agricultural output is estimated to 
have increased by nearly 7 per cent in 2001-02. Again it is an indication 
of increase in disposable income. The future is expected to be more 
promising According to NCAER survey lower income group is 
expected to shrink from over 60 percent (1996) to 20 per cent by 2001 
and the higher income group is expected to rise by more than 100 per 
cent.2o 
3.7.2. Saturation of Urban Market Sector: 
The high rate of growth of the rural market is not the main -
factor that has driven companies to go rural. The compelling factor is 
the fact that the urban markets are becoming increasing complex, 
competitive and saturated. Both domestic companies and 
multinationals have burnt their figures fighting off fierce competition. 
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price wars and sluggish demand by high media spends and expensive 
consumer promotions in the urban markets.21 The marketers have used 
almost every trick to slice up the urban consumer pie—from 
demographics to psychographics usage patterns to gender. 
This intensified competition in urban markets leads to increased 
costs and reduced market shares. Therefore, marketers are queuing up 
to derive benefit from the great rural opportunity. With growing 
incomes and aspirations in rural areas, both Indian and multinational 
companies have started designing strategies suited to the rural market. 
22The companies are now looking at the rural areas to increase sales and 
also try and gain the first mover advantage.23 
3.7.3. Government Focuses On Rural Development: 
As a part of economic development, the government concerted 
efforts towards rural development. Plan after plan, it has been 
committing large outlays to sectors like agriculture, animal husbandry, 
irrigation, flood control and Khadi Village industries. According to 
NCAER, the outlay for rural development has been on an upswing. 
From Rs. 14,000 crore in the 7 plan, the outlay has gone up to Rs. 30,000 
crore and Rs. 60,000 crore in the 8 and 9 plans respective!.24 In the year 
200 1-02, a budgetary outlay of Rs. 9,765 crore was provided under plan 
no 
provisions for Ministry of Rural Development for rural development, 
rural employment and poverty alleviation programmes, compared to 
Rs. 9,270 crore in 2000-01 (excluding Pradhan Mantri Gram Sadak 
yojana (PMGSY) for which Rs. 2,500 crore was separately alio in 2000 
and 200 -02. PMGSY was launched in December 2000 for providing road 
cormectivity through good all-weather roads for rural habitations with a 
population of more than 1000 persons by 2003 and those with a 
population of more than 500 persons by 2007). 
In addition to the various ongoing self-employment programmes. 
The Sampooma grameen Rozgar Yojana (SGRY) was launched in 
September 2001 for providing food security and wage employment in rural 
areas. The Pradhan Mantri Gramodaya Yojana (PMGY) launched in 2000-
01 is a major initiative, which focuses on village level development in five 
critical areas i.e., health, primary education, drinking water, housing and 
rural roads, with the objective of improving' the quality of life of people 
living in rural areas. The significance of all these schemes for a marketer is 
availability of a broader customer base. For instance, PMGSY that aims to 
provide road connectivity would lead to ace of more villages on one hand 
and enhanced mobility of rural consumers increasing their exposure level 
on the other. 
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3.7.4. Penetration level: 
There is a little doubt that rural India holds immense potential for 
marketers -given -the incredibility low penetration levels in most 
product categories. Although, in some product categories like toilet 
soaps and detergents, the penetration is as high as 85 per cent, but in 
other categories like oral care, skin care and hair colour, the penetration 
level is still 120,10 and 10 per cent respectively. The penetration in rural 
areas still has a lot of potential. Since urban are saturated in most 
categories, a marketer can ensure future growth from deeper rural 
penetration. 
3.7.5. Size of the market: 
Dew to increasing purchasing power, the size of the rural market 
is growing two-times faster than urban markets and for many product 
categories, rural markets account for well over 60 per cent of the 
national demand. Both consumption and production have grown 
substantially and food grain production was in excess of 227.3 million 
tonnes in 2007-08 which was an increase of more than 10 million tonnes 
over the previous fiscal. 
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According to a McKinsey survey conducted in 2007, rural India, 
with a population of 627 million, (approximately 74.3 per cent of the 
total population), would become bigger than the total consumer market 
in countries such as South Korea or Canada in another twenty years. 
And it would grow almost four times from its existing size in 2007, 
which was estimated at US$ 577 billion. 
According to the Federation of Indian Chambers of Commerce 
and Industry (FICCI), the number of rural households using fast 
moving consumer goods (FMCG) products has grown from 136 million 
in 2004 to 143 million in 2007. A pointer to the fact that rural consumers 
are moving away from commodities to branded products. 
In a report by market research firm AC Nielsen, in April-May 
2008, it was seen for the first time that the rural market has outpaced 
urban India in certain key product categories. The FMCG sector in rural 
areas is projected to grow by 40 per cent against the 25 per cent growth 
in urban areas. Similarly for radios, according to the industry estimates, 
the radio segment is expected to grow from the current Rs. 160 crore to 
around Rs. 1,200 crore by fiscal 2005 and to Rs. 3,400 crore by fiscal 
2010. Out of this, at least 60 per cent of the growth is expected to come 
from the semi-urban and rural areas.25 
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After taking stock of the pointers and casual factors for the 
growth of rural meirket, it is logically corolleiry that rural marketing 
system and process be accordingly geared to tap the whole opportunity. 
3.8. Notion of the Marketing Environment, And 
Development of Rural Marketing System and Processes 
An environment is that which surrounds an organisation it is sum 
total of external factors and made up of tangible and intangible factors -
both controllable and uncontrollable Rural marketing is basically a 
focussed marketing activity of an organisation The environment 
outlines threats and opportunities of the market.26 
The rural marketing environment is complex and is changing 
continuously. The marketing organisation should foresee and adopt 
strategies to changing requirements in the market. One which does not 
change perishes An adaptive organisation can stand competition or 
have a modest growth An organisation which makes its effective 
marketing plans and its own strategies or a creative one will prosper 
and creates opportunities in the changing environment. 
Rural marketing environment changes will be in the area of: 
(i) Social Changes, 
(ii) Economic Changes, 
(iii) Ethical Changes, 
(iv) Political Changes, 
(v) Physical Changes and 
(vi) Technological Changes. 
1. Social changes: 
The social factors consist of thee factors: 
• Sociological factors: consumer society or the community is 
important. The consumer's lifestyle is influenced by the social set-
up The social constitution and changes influence customer habits, 
tastes and lifestyles. 
• Anthropological factors: the regional cultures and sub-cultures 
and living patterns influence advertising sales promotion, selling 
strategies and packaging The consumers in East India have 
different tastes. 
• Psychological factors: consumer behaviour, attitudes, personality 
and mental make-ups unique. The study of behaviour is vital to 
evolve marketing mix. 
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2. Economic Forces 
This consists of three forces: 
• Competition: A good and healthy competition brings in good 
and overall improvement in econonuc activities. It also brings 
good quality, quantity and prices. 
• Consumers: The consumer today is quite knowledgeable and 
choosy. His progress and well-being should be the aim of any 
economic activity. 
• Price: Pricing is a delicate issue where it should be market 
friendly, not too high or too little. The marketer has to keep in 
mind to get decent returns on investment and efforts of 
procedures and marketers. 
3. Ethical Forces 
Business minus ethical values brings degeneration In the long run 
it brings problems. No standerdisation, adulteration, exploitation and 
falsification are man ethical issues in such organization. 
4. Political factors: 
The governmental policies towards trade and commerce, internal 
taxation external levies and preferential treatments have profound 
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influences on the rural marketing strategies. The marketing 
environment has to meet the political framework in which a 
goverriment has made to work. 
5. Physical forces: 
The infrastructure availability for the movement and storage of 
goods plays an important role in the physical distribution of and 
reaching to the consumers. Efficient and cheaper logistics helps the 
market in a big way. 
6. Technological forces: 
The fast changing science and technology give a cutting edge to 
the marketing of products. The changes of processes reduce 
manufacturing, packaging and handling cost of products. The changes 
warrant changes in marketing, input and strategies. Faster and 
efficient communication and transportation systems have speed up the 
markets. The capital is made to work faster and harder. So is the case 
with marketer. He has to use these marketing tools and facilities in 
designing and implementing his marketing strategies which are 
adoptive to the changing environment and ensure success. 
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Rural Marketing Response To Above Changes: 
The rural marketing process involves planning as an integral part. 
The task of rural business is to deliver value to the market and also 
make profit for its survival and growth. The traditional view of value 
delivery process is to produce commodities and then hire people to sell. 
The traditional view has into account that I knows what to produce and 
all the produce will sell at profit. This continues well till commodities 
were in short supply. In competitive economy where people or 
consumers have abundant choices, marketing is placed at the beginning 
of agri-business planning process. The planning starts with the mass 
market to be divided into many micro markets with its own liking, 
perceptions, preferences and buying methods. 
The value creation and delivery consist of three parts: 
(1) Segmentation Market must be segmented, those is select target 
custoniers and develop plans for value producing. 
(2) Targeting : The products details be worked out for the segment. 
Targeting is selecting a group Target price to be established, basically 
dividing into groups. 
(3) Positioning: The product value is to be communicated. The product 
be made and distributed. Positioning is market attraction strategy. 
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Segmentation, targeting and Positioning (STP) are the essence of 
strategic marketing. The success of rural marketing depends on proper 
planning and STP. Different steps in STP are detailed in fig. below:^^ 
PLANNING STEPS TO BE TAKEN 
1. Define bastes for segmentation, 
^^ 2. Develop Profiles, 
° 3. Segment markets. 
4. Study mode details segment in view. 
1, Segments in view to be evaluated. 
Targeting 2. Find facilitates of alternates. 
3. Decide on market to be covered. 
. i   r t t   r . 
Identify set of competitive advantages, 
_ Pricing Strategies 
Positioning „ Study competitors. 
Conununication to target customers a 
advantages 
„ :3tuay compentors. 
Conununication to target customers about competitive 
advantages 
Figure: 3.2 Market Planning. 
3.9. Market Segmentation 
It is the process of defining and breaking a heterogeneous market into 
homogeneous sub market. The large markets have different consumers with 
different tastes, preferences, and finance capabiUties. The micro segmentations 
are homogeneous, that is roughly some preferences, diffused, that is scattered 
preferences and the last is group preferences. This is a process of analysing 
marketing opportunities.^^ 
Modern marketing practices calls for dividing into major market 
segments, evaluating each segment, and selecting and targeting those market 
segments in rural India. Based on criteria, four segments are made broadly on: 
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a) Geographic 
b) Demographic 
c) Psychographics 
d) Behavioural 
a) Geographic Segmentation: the geographic segmentation impUes 
dividing the market into different geographical units. A marketer can 
think of operating in one or a few geographical areas to operate in all 
but pay attention to local variations. A broader basis on which a rural 
marketer can define his geographical vmit is districts. There are a total of 
593 districts in the country. Within districts, are enlisted the number of 
villages. So, a marketer can decide upon the number of villages he 
wants to serve whether in one district or in various districts. This choice 
of villages can be made on nearness to a feeder town. Proximity to a 
feeder town/ mandi has a high influence on rural demand as people 
living is nearby areas are more aware about the various products and 
are experiment-oriented too. This is a common practice of most of the 
rural marketers. This might also be called as "degree of accessibility". 
Even companies like HLL, have also been using this approach along 
with population size and logistics convenience. But the main problem 
with this approach is that it is a marketer-driven perspective and not a 
consumer-needs- led strategy.^9 
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b) Demographic segmentation: Demographic variables include age, 
family size, gender, income, occupation, education, religion and social 
class. 
Income: Income segmentation has been a long-standing practice. 
From on economist point of view, it is known as purchasing power. 
However, income does not give the reliable results in the rural markets. 
This is because incomes are grossly underestimated as it consists of 
hard to estimate aspects like barter and self-consumption of a produce.^o 
One solution to rectify this underestimation problem is to judge the 
materials used for the roof and walls of house along with income. Rural well-
being can be judged by kuchha, semi-pucca or pucca ho uses.^i 
Occupation: Tue two major categories of occupation in rural 
areas are agriculture and related occupations and the second category 
consisting of salary earners and businessmen. There is, of course, a third 
category not gainfully employed, hut it does not have any relevance for 
a marketer. The problem with solely using this segmentation variable is 
that there is a massive overlapping in the first two categories. This is 
because occupations are not fixed for the first category. The people of 
this category excluding big landowners might do farming for six 
months and work as a salaried person for rest of the months. Secondly, 
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prioritising the occupations is very tough.^^ por instance, out of artisans 
and small farmers - which group a marketer should target first is very 
difficult to determine. So, a marketer is required to take into account 
this overlapping factor otherv^rise he might end-up overestimating its 
market. 
c) Psychographics: The geographic and demographic 
segmentation depict the hardware configuration of the market, the true 
dynamic behaviour can be assessed only on the basis of psychographic , 
includes factors like personality traits, life style and value system. 
As rural culture tends to be traditional and hierarchical, social 
class stricture is rigid and formulized.33 A marketer can to some extent 
use this as a segmentation variable because social class influence is very 
strong in these areas. People go in for the same products that are being 
used by the members of their own social class. A typical approach to 
using this segmentation variable is to use Socioeconomic Classification 
Rural Grid prepared by ORG-MRG jointly with Media Research Users 
Council.^ 
One can observe that a comb of type of house and education has 
been used for rural Grid rather than the conventional combination of 
education and occupation that is used for urban grid. This is because of 
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the problem already pointed out - how to decide on the hierarchy of the 
occupations.35 
d) Behavioural segmentation: The behavioural segmentation 
involves many parameters, such as Purchasing Occasions, benefits, user 
status, usage rate, loyalty status and place of purchase. 
hi rural areas, most durables are purchased during or after the 
harvest season, because this is when the farmers have cash in hand after 
selling the agriculture produces. Like Basakhi, Onam, Diwali Dsahra 
are the important festival occasion when villagers prefer to buy new 
items. 
Rural consumers are more concern with the utility of the product 
then its appearance and sophistication. Thy give more importance to 
core benefit of the product. They take time to decide on a particular 
brand. But once they are convinced, they are equally more brand loyal 
then urban counterparts. In rural areas place of purchase, changes with 
the change in product categories, unlike their urban counterparts. 
3.10. Multi Variable Segmentation: 
In above discussion it is seen that segmentation is done on single 
variable. A marketer will not be able to decide single variable 
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segmentation. In view of the fact the consumer is not guided by one 
element in his choices. In real life many variables contribute in different 
proportions in decision-making process of buying. Hence multivariate 
segmentation is considered more useful in choosing the value that is; (i) 
proper customer Segmentation, (ii) Make selection focus and (iii) Value 
positioiung 
On the basis of multi-variable segmentation, market research is 
done by market research companies and experts in the field to provide 
data about consumption patterns, purchase preferences and rural 
market potential. Hindustan Thompson Associates limited, a market 
research and advertising company in India studied the rural areas in 
length and breadth of India a in year 1972. 
3.11. Thompson Rural Market Index (TRMI) 
Hindustan Tompson Associated Limited (HTAL) made its report 
in 1972 and developed overall indicators of rural market potential in 
India. These are known as Thompson Rural Market Index (TRMI). 
HTAL compiled data of 335 districts based on 26 measurable scale 
variables. HTAL collated data of regarding agricultural details 
regarding output in each district. 
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The indicators considered in developing TRMI are: 
i. Agricultural Labourers, 
ii. Gross cropped area, 
iii. Gross irrigated area, 
iv. Area under non food crops, 
V. Pump sets, 
vi. Fertilizer consumption, 
vii. Tractors, 
viii. Rural credit, 
ix. Rural Deposits and 
X. Villages electrified. 
TRMI has become useful guide in segmentation and targeting 
rural markets. 
Based on TRMI data, the districts have been classified A, B, C, D 
and E classes. The classification is given in Table 3.15. 
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Table 3.15 
Classification of Markets 
Class of 
markets 
A 
B 
C 
D 
E 
Total 
Index 
Range 
80.00 to 100.00 
40.00 to- 59.99 
30,0010 39.99 
20,000 to 29.99 
below 20 
No of 
Districts 
22 
39 
54 
86 
154 
355 
Percentage of 
markets 
1730 
20.50 
20.40 
23.00 
18.30 
100,00 
The TRMI data needs regular updating due to changes that are 
continuously taking place in rural India. This is particularly true due to 
globalisation and changes in government policies and WTO policy 
issues. The recent changes in TRMI published were in 1986 and one 
more change was due 'for release. TRMI give a comparative analysis for 
qualitative decision making in rural marketing areas. 
3.12. MICA Rural Market Rating and Line Quest Data 
MICA ratings give relative market potential of districts in India. 
The data is available on CD Rom. The ratings have been arrived by 
collation of data of six parameters. The details of village haats, market 
places as the distance from rail or road and timings of haats are given in 
CD Rom. The six pare meters are: 
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i. Total value of agricultural output, 
ii. Bank advances, 
iii. Cropped area, 
iv. Irrigated area and 
V. Fertilizer consumption 
Lin quest data: 
Lin quest data details of rural India on CD Rom. it was developed 
by initiative Media. The software package can give details on five 
parameters; 
(i) Demographic, 
(ii) Agricultural, 
(iii) Income 
(iv) Literacy 
(v) Civic amenities 
A logical approach: Having examined, various possible 
segmentation variables, one can easily conclude that if — used solely 
none of them assures effective and reliable segments. So, a logical 
approach as suggested by Pradeep Kashyap-^^ can be looked upon as a 
solution: 
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He suggests that two broad categories should be formed on the 
basis of occupation. First is the category whose Hvelihood, security and 
prosperity are intrinsically linked to the land. Second category consists 
of rest of the people — salaried class, businessmen, traders etc. 
For the first category, segmentation on the basis of land would 
cover 70 per cent of families in rural India. It has to include five factors: 
Land holding 
Quality of Land and area used for agriculture. 
Irrigation - rain fed, tube well etc. 
Productivity 
Crop mix and money realisation. 
Based on these criteria, hopefully rural India could be mapped 
into half a dozen or so. In one category across regions and states, the 
purchasing power, buyer behaviour and consumption patterns would 
more or less be similar. This would also help the rural marketers to 
understand the impact of other less understood factors like caste, 
cultural differences and language, on the marketing process. 
For the other categories — salaried class, businessmen and 
traders, the urban segmentation approach could work reasonably 
satisfactorily as their incomes are in cash terms, more predictable and 
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more regular. But, care has to be taken to take into account their 
lifestyles, income disposability factor emd behaviour. 
One more logical approach is to segment on the basis of the socio-
cultural region.^'' So Uttar Pradesh becomes Avadh, Bundelkhand, 
Rohilkhand, Uttaranchal, Poorvanchal and Braj — each with its own 
distinct language, culture, forms of dress and address. The culture of a 
region then provides a window into the attitudes of the people who live 
there, their relationships and power structures, and ultimately their 
hierarchy of need. 
Whatever approach a marketer finds suitable, he should use that. 
The only thing he has to remember is the secret of success would 
depend on classifying countrywide rural market pockets into a limited 
number of categories and paring discontinuities to manageable limits 
within each category. Pockets within a category would be homogenous 
across a variety of factors. And pockets could mean village clusters or 
blocks or even districts. Of course, the ideal state for the rural marketer 
would be to have economics permitting, strategies for individual 
districts.38 
Other major approach's and technique developed for the purpose 
of analyzing, planning, implementation, and controlling the rural 
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market include the following. 
3.13. ORG-MARG Rural Consumer Panel and Retail 
Store Audits: 
ORG-MARG's rural consumer panel is the only national rural 
consumer panel in the country, comprising 20,000 households, and 
reporting purchases of consumer goods on regular basis. The categories 
covered include washing national, toiletries, hair care and cosmetics, 
miscellaneous (consisting of batteries, bulbs etc) and food. It .helps 
build more effective marketing strategies by pro key insights- into 
purchasing behaviour - company and brand penetration, new 
users/repeaters of brand purchase, brand loyalty etc. Retail Store Audit 
covers all retail outlets including grocery stores, general stoics, retail 
pharmacies, tobacconists, food stores, restaurants, cosmetic stores, 
supermarkets, kiosks etc. for the FMCG Market. ORG MARC 
continuously monitors a panel spread across 367 cities and about 983 
villages in India. ORG-MARG also brought out a database of retailers in 
rural India named Rural '99. 
3.14. MART (Marketing and Research Team) was set up in 
1993 by Pradeep Kashyap, a rural research specialist — MART's 
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expertise lies in the area of development of technologies of rural 
research 
3.15. National Council of Applied Economic Research 
(NCAER) — Market Information Survey of Household (MISH) is one 
of the most comprehensive annual survey done by NCAER for 
generating primary data base covering a massive sample size of 3,00,000 
households drav^n from each district of India. MISH tracks consumer 
demographics and consumption patterns across a wide variety of 
product categories by collecting data on manufactured goods 
3.16. Sampark Marketing and Advertising Solutions 
Private L imi ted — It offers primary and baseline surveys, 
marketing audits, consumer profiles and consumer studies, spot 
surveys, customized research (qualitative & quantitative), social system 
research. Tilt now, it has covered a number of villages and small towns 
of Maharashtra, Andhra Pradesh, Rajasthan and West Bengal, 
generating data pertaining to socio psychographic parameters of rural 
environment from which relevant market inference can be drawn for 
strategy planning. 
3.17. Social and Research Institute (SRI) — A specialist unit 
of Indian Market Research Bureau, SRI was set up is 1990 with the 
objective of establishing a specialist unit to give focus and identity to 
two aspects of research: research of and for rural markets. SRI uses a 
combination of desk research, qualitative research techniques such as 
focus group discussions and participatory research as well as 
quantitative research techniques. It adapts its market research 
techniques to suit the special requirements of illiteracy, poor 
articulation, several languages and dialects (Social and Research 
Institute 2001). 
We would address the uniqueness and the limitation of the above 
mentioned diagnosing and managing system and techniques in the 
chapter on problems of rural marketing as also in the solution and 
prospects chapter. 
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Status and Problems of Rural Marketing in 
India 
4. Product and price dynamics. 
In rural market, a product has a competition with all such 
products that satisfy the same consumer need. Thus competition is 
quite varied in nature. 
4.1 Direct competition with national branded products. 
Our study indicates that with increased exposure to the media 
and constant hard work done by companies' workforce. A large no of 
national brands are now found in the rural market. This is not only 
evident in the villages that are on the outskirts (periphery) with in 5-10 
km of urban area. But also in the hinter land (more then 20 km). The 
frequency and the response to the national brand is 97 % in urban 
fringes (municipal area); 96.3% in the out skirts (non municipal area); 
and 95.67% in the hinterland. The aggregate response percentage is 
93.80%. The percentage difference between three location ranges from 
7% to 3.2% where as the difference between the urban fringes and the 
rural n\arket is of 3.2% as (97- 93.80). 
The chi-square test of distribution (non parametric) shows an 
insignificant difference across the three location in terms of 
frequencies of response to the ten top national brands selected for the 
purpose of survey. (Refer to table 4.1) 
Frequency of Responses to the FMCG National Brands across different 
locations 
S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
Table 4.1 Brand Awareness and Usage. 
Name of the Brand 
Colgate toothpaste 
Lifebouy Bar 
Nirma Detergent 
powder 
Tata Salt 
Dettol (Anti-septic) 
Lux (Beauty Soap) 
Dalda (Cooking 
medium) 
Surf (detergent 
powder) 
Britarmia Biscuits 
Vicks Vaporub 
Urban 
Fringes 
195 
190 
190 
195 
196 
194 
200 
195 
190 
195 
X2 = 2.14 
Table value = 
8.343 
Out Skirts 
193 
195 
191 
192 
193 
191 
196 
195 
185 
195 
X2 = 2.795 
Table value = 
8.343 
Hinterland 
185 
192 
185 
180 
190 
187 
190 
194 
180 
193 
X2 = 7.84 
Table value = 
8.343 
Sample size = 200 each location. 
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Result: - since the calculated value of X2 test (non-parametric) is 
less than the table value therefore, we rejected the null hypotheses and 
accepted the alterative hypotheses. Mearung thereby, that there is not 
much difference in consciousness towards National Branded Products 
in FMCG Sector between the rural and urban market. 
Brand selection: The brand selected for survey and their 
respective frequency and no of responses are presented in the tables 1. 
This leads to the decision that the rural market is equally brand 
conscious unlike as assumed in hypotheses one of the study. 
Table 4.2 Sources of Information and Brands 
Sources 
Shopkeepers 
Company 
Vendors 
Mass Media 
Hoardings & Bills 
Social Circle 
Percentage of response across different locations 
Urban Fringes (MA) 
85% 
86% 
95.33% 
90% 
90% 
Out Skirts (NMA) 
83% 
75% 
96% 
88% 
85% 
Hinterland 
87% 
65% 
95% 
75% 
90 
Table 4.2 also indicates that the brand responses are merely due 
to the impact of mass media (T V channels, Radio, phone SMSs etc) in 
addition to other sources of information is 95.33%. According to 
respondents the mass media contributes directly towards their mental 
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make ups and attitude formation for making brand purchases. A 
similar trend is indicated in the surveys findings of (ORG-MARG 
2005), (NCAER 2002), (Sampark 2004) and (Social and Research 
Institute 2006). 
The strategy which marketer should further adopt here is to 
create strong brand preferences through an integrated marketing 
program and brand image as compared to the other brands and 
substitutes in usage. The competition is very intense in the rural 
market at present as indicated by the close and consistent frequency 
and percentage of branded response. But the good thing is that brand 
image is petty high even in the rural market (Likert score 600) against 
(Likert score 700) in the urban areas table 4.3 
Table 4.3: Brand Image (post consumption experiences) as perceived 
by the consumer. 
Urban Fringes (MA) 
Out Skirts (NMA) 
Hinterland 
Rank score 
Very good 
700 (175x4) 
600 (150x4) 
600 (150x4) 
Good 
100 (50x2) 
200 (100x2) 
200 (100x2) 
Very bad 
0 
0 
0 
Bad 
0 
0 
0 
Can't 
say 
0 
0 
0 
Sample size = 200 
No. of responses = 800 
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Score is calculated by multiplying No. of respondents with the rating 
given to each item on the scale (bi-polar -4 , -2 ,0 ,2 ,4 ) 
Where - 4 (very bad) - 2 (bad) 0 (can't say) 2 (good) 4 (very good) 
Result :- The score indicates clearly that there is a difference of 
himdred points on Likert score between the brand image perception in 
urban fringes and in the Hinterland .In percentage terms this comes out to 
be 700/2400 x 100 = 29.16% for urban fringes. And 600/1400 x 100 = 25% for 
the out skirts and the Hinterland. There is a sUght difference of 4% in the 
overall perception across locations which can be attributed to the 
consumption at times of fake brands in the Hinterland as indicated by the 
consumers from the latter in table : 4. Looking at the findings profiled in 
table we can say that null hypotheses (Ho3)which claims that there is a large 
difference in the brand image perception as held by the Urban market with 
that of rural market stands to be rejected and we accepted the alternative 
hypotheses (Has) that there is not much significance difference brand image 
perception across the locations. 
A high brand consciousness and brand image are outcomes of 
the changing psychographics and sociographics that in turn are 
outcomes of the processes of quiet modernizations and urbanization 
that are taking place along the continuum. In fact, the rural and urban 
markets are not to be perceived as opposite extremes on a bi- polar 
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scale, they should be rather then construed as points on a continuous 
scale where the trend is within the favour of urbanization and 
modernization of rural structure systems, attitudes, opinions, interest, 
values and life styles^with the changing dynamics of job, education 
and income index, the psychographics also undergo watershed 
changes. Although these changes are show, but quite perceptible as 
manifest in our survey. Though the rural market and location 
(business in outskirts and hinterland) have low income and 
purchasing power but there is willingness to spend on branded 
product and life style commodities, which makes the demand a 
qualified function from the marketer's perspectives. For demand to 
qualify as a function it must not be backed by the needs alone but 
must have the purchasing power as well as the readiness to part with 
the money to consummate innate needs^. 
Therefore the overall scenario in the rural belts is quite roseate 
and upbeat for a marketer. His task is comparatively easier as market 
is already being upgraded to the level of using a brand^. 
4.2 Direct Competition with the local brands: 
In addition to the national branded products, the rural market 
also experiences a spate of local brands that also includes scores of 
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unbranded products that are originated from an urban center and find 
their way into rural markets through wholesale channel, e.g.. Washing 
products, confectionery, cosmetics, and accessories etc. as also those 
products manufactured in the village itself. The food products and the 
bread made by the local bakers, the hardware of the foundry man. 
Such brands also enjoy the dubious popularity in fact there popularity 
emanate from their strength of distribution structure, proximity to 
retailers and knowledge of consumers tastes.^ They provide a stiff 
competition, as they are close enough to the markets to read the minds 
of the customers, a big plus for products whose success hinges on 
local tastes. Also their promoters are highly flexible and innovative. 
They repeatedly reorient strategies to suit current trends. Realizing the 
power of regional brands, MNCs themselves are now nurturing 
regional brands of their own. 
HUL has eight brands in tea category, the strongest is brook 
bond brand followed by three roses in south. In 1996, it successful 
revamped and re-launched Al. While the brand has a national 
positioning (as karak or strong tea), it varies in test across the nearby 
dozen clusters, the company has identified nationally. The plan is to 
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make it an umbrella brand with regional variation in terms of after 
taste and strength. 
In fact our study indicates the strength of such brands do not lie 
much in themselves parse as much in the logistics and distribution 
system of the national branded products. It is correct that the market 
can not be made perfect overnight but branded players can also rule 
out the imperfection and skewness in the rural market by dispelling 
local players. Provided the former operates systematically in rural 
markets as it does in the urban. More than 50% of market share and 
sales turnover of the FMCGs including that of the top ten brands 
(included in the survey) accrue from the rural markets (CMIE, 2002, 
2003, 2006) that itself says for the fact that if branded companies 
operate systematically they can as well further expand and mature the 
market which is else going to the local and spurious brands. 
4.3 Indirect Competition to national branded Products: 
This is unique form of competition present in rural markets. The 
brands have to compete with substitutes when they enter the market 
or launch a drive for market development. For instance, the 
substitutes for toothpaste and toothpowder are ash, charcoal, neem 
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sticks, salt, dust and tobacco. Similarly, for a washing power, the 
substitutes are washing cake/bard, sand or ash. 
As seen in Table the main competition in hair wash products is 
not within the different brands of shampoo but with substitute 
products-toilet soaps, other hair wash products and other home made 
products. 
Table: 4.4 Hair Wash Products 
Unweighted Sample 
Estimated Adults 000 
68289 
512281 
Hair wash product Usage 
Use 
Do not use 
Shampoo 
Toilet Soaps 
Other hair and wash 
products 
Other home made 
products/shikakai soap 
(,000s) 
(,000s) 
(,000s) 
(,000s) 
(,000s) 
(,000s) 
411431 
100850 
72887 
306090 
24132 
50457 
Source: IRS 2001 Round 2 
To compete against this form consumer education is the most 
important task. Quite often, people in rural areas do not understand 
how a product can help in improving their health, hygiene, nutrition 
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or quality of life. Demonstrations may have to be organized to stress 
the fact of better value-for-money or better performance of the new 
product. This may have to be followed up by sampling to create 
product trails. For example Colgate's oral-hygiene awareness 
programme - Since 1976, Colgate has been on an oral-hygiene 
awareness program, with nearly 100 vans going deep into rural areas, 
educating rural folk on oral hygiene products such as toothpastes, 
toothpowders and toothbrushes. It also has a "Young India Bright 
Smiles Bright Futures" Schools' dental education programme running 
since then. The roving Colgate vans, after screening an 11-minute 
infomercial on oral hygiene (that explains how to use the products) 
offer sampling at stalls set up near the vans, by handing over a 30 gm 
trial pack. In 1998 alone, Colgate contacted six million people in 20,000 
villages, of which 15,000 and never experienced ever toothpowder 
(tooth paste is out of question) Named Operation Jagruiti, it now 
reaches out to 55,000 villages across India. "Jagruti in an awakening". 
With penetration still low in rural areas, only 35% of the population 
uses modern dentifrice.^ 
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4.4 Competition with fake and Spurious Products 
One related issue that deserves attention here is competition 
with duplicates or spurious products. Leading brands very often find 
themselves confronted with this phenomenon in rural markets. 
Spurious products are look-alike products with similarity in 
packaging and minor alterations in name. They can be divided into 
two categories; Pass-off or me-too products - that use names, which 
sound similar in spelling to the popular brand and Counterfeits - fake 
products, which bear the identical name, packaging, graphics, colour 
scheme and even the genuine manufacturer's address. Some examples 
of spurious names of leading brands are given in Table. 
Table 4.5 Spurious Names of Leading Brands 
Original Brand 
Lifebuoy 
Nirma 
Dabur Amla 
Tata 
Boroline 
Ponds Talcum Powder 
Fair & Lovely Cream 
Clinic Plus Shampoo 
Spurious Product 
Loveboy, Lucky boy 
Neerbha 
Dabar Amla, Delux Amia 
Tea, Teja 
Bonoline, Boniline 
Bonds Talcum Powder 
Funny and Lovely Cream 
Clamic Shampoo 
Source : Pratap Chand Tripathy (1996), "Tapping Rural Markets", The Indian Journal of 
Commerce, Vo. 49, (186-187), pp. 52-53 
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The purpose of spurious products is to capitalize on the trust built 
by established brands. Inspite of being inferior in quality, they have 
been able to eat into the shares of the majors because of the following 
reasons. 
> Spurious brands sell on the simple premise of 'maximum 
retailer push through maximizing returns to the retailer'. The 
manufacturers do not undertake any type of promotional 
activity everything is done by the retailer. 
> Lower-end consumer prices as compared to the original brands. 
This is possible because these brands are not registered and 
hence do not have to pay any excise duty. 
> The names usually have a close phonetic resemblance to the 
original. Moreover, to ensure visual validity, they have similar 
pack designs and pack sizes. The colours also bear close 
resemblance to the original. 
> They have limited market coverage therefore require a low 
investment. 
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4.4.1 Strategies to Curb down Spurious Products 
- The first and foremost strategy is to adequately concentrate on 
educating the villagers on brand quality as well as prime need for 
quality. 
- One of the most practical ways is to improve distribution and make 
the product available in as many places as possible; including haats as 
the incidence of fakes is highest at such to the most frequently visited 
rural markets. 
- To counter this unhealthy competition, companies need to create a 
clear brand identification and strong pull from the rural consumer. 
- Rural retail sales schemes can ensure trade support. 
- Packaging could be made difficult to replicate. 
- A range of products targeted for the rural consumer could be 
launched, beginning from lower-end. Franchisee units could be 
developed to manufacture these lower-end products with a highly 
localized coverage.^ 
As the rural markets head towards maturity over time and 
better infrastructure makes the consumer more accessible, multiple 
brands form major marketers backed by intensive promotion at the 
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village level, will hopefully make the existence of spurious brands 
difficult. 
4.5 Product Positioning Strategies: 
After analyzing the nature of competition for his product, the 
first and foremost decision to be made by a rural marketer is 
regarding positioning. A product's position is the complex set of 
perceptioT\s, impressions, and feelings that consumers have for the 
product compared with competing products. This is necessary 
because all the components of the marketing mix-product, price, place 
and promotion essentially involve working out the tactical details of 
the positioning strategy only. As rural consumes are becoming brand 
conscious, proper brand positioning strategies have to be adopted for 
rural areas. 
A rural marketer can position its products on specific product 
attributes, according to usage occasion or for certain classes of uses. A 
company must plan a position and should design its marketing mix to 
create and deliver this planned position. 
For instance, in the year 1999, Mahindra and Mahindra (M&M) 
went into Haryana, with its new 25hp blue tractor model - Mahindra 
255 DI (all its other tractors are red). It has used the positioning 
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statement 'Bade ka Faida Chote main" designed to win the smaller 
farmer over on the basis of superior performance. In avoided print 
and electronic media advertising advent or for on-field activity. 
Philosophy, instead of waiting for the constant to approach than, they 
have taken the brand to the farmer's doorstep. It was an innovation in 
delivering customer value to rural India^ Now the issue how to find 
the most effective positing variable. The answer lies in an in-depth 
study of rural environment and consumers. The study of conditions 
prevailing in the rural movement and the current habits of rural 
consumers including their ways of products usage and perceptioris 
can help a company to identify a relevant positioning variable for its 
products. 
For example. Escorts having considered the Kuccha roads of 
villages positioned its mobiles as though vehicle. Their advertisement 
showed the film actor, Dharmendra an icon of sturdiness, toughness 
and the one with the background of Rural Punjab with the purchline 
"Jandar Sawin, Shondar Sawani", After this, they achieved vehicles 
sales of 95,000 vehicles annually.^ 
In rural markets, the way of reinforcing position should make 
an extensive use of emotional clues. It can be achieved though method 
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and media that compel the attention of the audience. Games and 
demonstrations are common. 
Eicher organizes tog of war contests between its own tractors 
and those of rival company at the pushker fair. As the audience 
cheers, the Eicher tractor was the contents, realizing an extensive 
positioning for itself as the product that the mainly farmer users.^ 
Realizing the need for weaving personal achievements to get 
into the minds of the consumers. Philips organizes shouting matches 
at different fairs. A single game on the surface the person who can 
shout the Philips name loudest wins the contest actually makes a clear 
association with the company transistors and two-in-one. After all, 
loudness of audio equipment is a premium quality among i^rural 
consumers, and linking the Philip brand with volume turned out to be 
a major USP. 
Further example of product positioning from India rural market. 
1. LG Electronic launched Sampoorna, India's first TV with 
Devangari script on the screen display. The word Sampoorna meaning 
"Wholesome" cuts across all linguistic barriers in our country. It is 
affordable can withstand voltage fluctuations and aimed at rural and 
semi-urban and semi-urban consumes. 
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2. Hero Honda bikes have been positioned as fuel efficient two 
wheelers in the market place. 
3. Films stars are used to influence rural consumers. Lux soap 
campaign based on "Beauty soap of film stars". 
4. Billy wall cell (Eveready batteries - battery with cat as symbol.) 
4.6. Product Development for Rural India. 
As rural consumes are very different from their urban 
coiinterparts, an intensive market research is required to design and 
product for the rural markets. A company should closely observe the 
habits of rural households before designing a product for them, to 
discover their tradition, characteristics traits and physiological make-
up. A marketer should focus on identifying the need for which their 
product is a satisfier to ensure long-term sales. 
A marketer has three options to choose from while planning a 
product offering for the rural markets. It can go in for either extension 
of his urban products, adapt them according to rural conditions or 
innovate a product for the markets. Each strategy has its own history 
of successes and failures. 
Now, we shall examine all the strategies one by one. 
151 
4.6.1 Product Extension : Extension means introducing the product in 
the rural market without any change. There have been companies that 
have followed this strategy for a very long period of time as they were 
not following the developmental marketing approach. But the 
companies' no longer use this strategy as they are realizing that rural 
corisumers are a totally different set of people. It does not mean that 
the Indian villagers are laggards or they belong to a restricted zone or 
have traditional mentality. It is only his needs are radically different, 
as is his environment. 
Most of the marketers now realize that mere extension of urban 
products in the rural areas is not a thoughtful strategy. So, they try to 
find a solution between adaptation and innovation. 
4.6.Z Product Adaptation: Adaptation involves altering the product to 
meet local conditions or preferences. In rural markets, the products 
must be adapted to local superstitions and benefits too. In what 
manner and to what extent adaptation is required, is a difficult 
question to answer. However, a careful study of rural consumer 
behaviour might lead to an answer. 
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For example: 
Tiger brand of biscuits is available at rupee one for a packet of four 
biscuits. 
Ponds has gained market share over the past few years by focusing on 
rural market and it has introduced 20 gm talcum power. 
Cavin Kare studied rural buyer behaviour and introduced Chik 
shampoo in small sachet of 4 ml at low price of 50 paise. 
Rasna is now available in sachet pack priced at Re. 1 each and one 
sachet will make two glasses of soft drink. He product is available in a 
variety of flavours such as mango, lemon etc. 
Britania Industries Ltd. (BIL) has also made product development for 
the rural market .According to ORG-MARG & A&M survey report of 
1997, Britain was the fifth most popular brand in 1997 and was the 
only brand belonging to the food category to figure in the top 10. BIT 
has at present 40% share in the Indian biscuit market. 
The company has rationalized its product portfolio, pruning the 
number of brands from 35 to 25, so that it can devote greater attention 
to key businesses. 
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In 1998, the company moved into the mass market for biscuits 
introducing low-priced varieties under the umbrella brand, TIGER. 
The success of this brand has enabled Britannia expand its market 
share in the "Glucose" biscuit market from 10% to over 20%. While 
growth rates in the mid-priced and premium biscuits have flagged, it 
is TIGER which has kept Britannia's biscuit business roaring. Market 
share : Britannia - 43%, Parle-33%, Bakemans-11% and others 13%. 
Britannia Industries launched TIGER biscuits especially for the 
rural market. It clearly paid divided. Its share of the glucose biscuit 
market has increased from 7% to 15%. Today, TIGER is a Rs. 200 crore 
brand with a market is fast slowing down. TIGER has been positioned 
as a nutritional product with the new logo being "EAT HEALTHY 
THINK BETTER". The high nutritional value includes carbohydrates, 
proteins, calcium etc. 
The company's latest offering is "Britannia Tiger Chai Biscoot". 
The product has been launched in Maharashtra, West Bengal, West 
Bengal and Karnataka on the flagship "TIGER". The TIGER brand 
currently has four variants including TIGER Cashew Badam, TIGER 
Protein, TIGER Coconut and now Chai Biscoot. 
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The product is specially designed for the rural market and the 
economy class. 
Packing 
250 gms. 
100 gms. 
Price 
Rs. 10.00 
Rs. 04.00 
75 gms - coconut Rs. 05.00 
The product is priced very low giving equal importance to 
quantity and price, both of which are important features for the 
success of a product in the rural market. Britannia TIGER has been 
able to meet both the norms as mentioned above and has met with 
roaring success in rural areas. 
As the definition goes, the amount that the consumer ready to 
pay for the services granted is what is price. This is very true in case of 
TIGER biscuits. An entry into the market was made only after 
studying the complete details and profile of the market and the result 
was a total success. 
The products are packed in airtight plastic wrappers in an 
attractive bright red and yellow colour, which catches the eye and is 
an important feature to market a product in rural areas. The important 
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feature is the energetic tiger shown on the pack, which emphasizes 
good health, comes your way with Britannia TIGER. 
The packaging also gives complete details of the price, 
packaging date, ingredients and the nutritional value. A complete 
plant products, it is denoted by the green dot. Since the target is the 
economy class and the rural segment, the main feature is that 
Britannia TIGER also features the product name in Hindi. 
4.7. Product development initiative for Rural Market s by Cavin 
Kare 
Established in 1983, Cavin Kare is now a Rs. 400 crore company 
with a wide range of popular brands like Nyle and Chik Shampoor. 
Mera Hair Wash, Ruchi pickle. Fair ever cream, Indica Hair Colorant, 
Spinz Talcum Powder and Raga Cool Hair Oil. The name was selected 
by combining CAVIN meaning beauty and grace in Tamil language 
and K instead of C as a tribute to founder Chinnikrhnan. Cavin Kare 
logo has the letters C and K well defined in a leaflet form and gives 
the company an herbal orientation. 
Chik shampoo was targeted at rural and small town consumer 
and by 1990 it became a brand leading in South with about 50% 
market share. Chik Shampoo, attempted to provide the consumers, a 
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superior product at a relatively low price in comparison to leading 
brands. It came with floral fragrance shampoo i.e. Jasmine and Rose 
for the first time. Considering the number of adults per family (5 
members) and four hair washing per month per month, and Rs. 2 per 
sachet, the monthly bill will be Rs. 40 for hair was alone and the rural 
consumer caruiot afford to spend such an amount for hair wash every 
month. Therefore, by offering a shampoo at 50 paisa, the monthly bill 
per person will be just Rs. 2 and for a family of five, Rs. 10.00 per 
month. 
Many rural consumers who were using bathing soap for hair 
wash for generations, got a opportunity to try out inexpensive Chik 
shampoo and the produce became a success in the rural markets. 
Development of packaging enabled the company to give the brand a 
distinctive look and easy identification by rural consumers. 
The above instances show that a rural coming is not averse to 
improved technology. The only thing is that the product should be 
relevant to him. As the rural markets are growing, most of the 
companies are following the third strategy. They are realizing that 
rural consumers are homing a value growth and are thus, focusing on 
rural movement with special attention. 
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Developing specific products for rural markets have sometimes 
led to double benefits for the marketer. For instance, shampoo sachets. 
Although they appear to be fit for the rural markets because of the 
limited income on daily basis receipts, the urban consumers also 
equally like it. 
It has also happened that products designed for rural markets 
have not been able to pick-up in the rural areas, but have proved to be 
really successful in the urban areas ensuring survival of such 
companies. 
Whatever strategy a company follows, the key thing that it has 
to remember, is product designs should be in harmony with the rural 
conditions and requirements. Instead of being made more 
aesthetically appealing, the products should be made more rugged 
and functional. The marketer should give more emphasis to the value 
and services provided by the product. 
4.8 Branding of product for Rural India: Decisions and Status: 
On account of illiteracy, branching carries practically little 
importance". This has been the view regarding branding for the rural 
areas but it is not true any longer today. The rural consumer might not 
remember the brand name but definitely remembers the brand mark 
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i.e., colours, logo, mascot etc. This is evident from Table which 
provides the list of Top 10 brands of Rural India. 
Table 4.6 Top 10 Rural Brands 
Rank 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
Brand 
Colgate 
Lifebuoy 
Nirma 
Tata 
Dettol 
Lux 
Dalda 
Surf 
Britannia 
Vicks 
Source: "India's Top Brands" Advertising & Marketing, February 15, 2002, pp. 26-
28,32-46 
Today's the brand name is the surest means of conveying 
quality to the rural consumer. The rural consumer sees a brand as a 
reliable friend. The rural consumer is willing to pay a price for brands 
as for him/her, buying an established brand are the surest way of 
reducing risk. Besides quality, it conveys that the manufacturer is 
going to show sustained interest in those products and markets. In 
rural areas, there's a lot of brand craving. Although the percentage of 
persons using or owning products is still quite small in rural areas, the 
percentage of persons using brands is a high as 95-100 for certain 
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product categories such as bathing soaps, toothpowder, toothpaste, 
automobiles etc. 
In our study conducted in and around Ahgarh city, the rural 
consumers whether in the outskirts (non municipal area) or the hinter 
land have elicited huge response to the above mentioned brands. 
Refer to the table. 4.1 and 4.4 . 
Further research shows that branded goods have penetrated 
even the remotest parts of India and are doing quite well. A recent 
study by MART total surveyed 454 turns in Maharashtra, U.P. 
Kamataka and Haryana revealed that even in small towns' people 
prefer to buy branded products against the local variants." 
4.9 Building Brand Identify in Rural Areas: 
It requires decision making on the issues like Name, Tagline, 
Logo, Symbol and Colours 
Name and Tagline: 
The first issue that arises is whether same brand name should be 
used in both urban and rural market or different names must be 
adopted for the rural market. 
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The answer is that it is a matter of conscious decision by 
individual firms depending on the situation and understanding of the 
rural consumer's psyche. The core value of a brand and the brand 
name, must strike the consumer. 
Tabacco Companies hitting rural fairs discovered that their 
urbanized brand names have no significance in the rural areas. 
Therefore, ITC Limited made a change. Now it markets Gold Flake 
cigarettes at many fairs as the Sher Chhap brand with a tiger's head on 
its packs. And its Honey Dew brand has been re-christened Peela 
Hathi Chaap with a yellow elephant printed on the pack.12 
BPL launched its series of mono two in-ones with brand name 
Sangeet. It sells its radios under two brand names-Raga and Classic. 
Further the company has chosen Ajit as a brand name for its black and 
white televisions.13 
Following are the desirable qualities for a rural-specific brand name. 
• It should suggest something about the product's benefits. 
• It should be easy to pronounce, recognize and remember. This is 
the reason why certain successful brands in the rural markets 
have brand names depicting numbers or animals or symbols-
555 soap, monkey brand tooth powder, Gemini Tea, Cheetah 
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fight matches or sheru beedi.^'' It is easy for rural consumers to 
remember simple names. 
• As far as possible, it should region-specific. It has been observed 
in many product categories that indigenous brand names have 
really contributed to the success of the products. Therefore, 
instead of some fancy English name, the companies should 
think in terms of prevalent language brand names. 
Cavinkare Limited - The Company's brands are doing very well 
in the South because they have names that are very region-specific. 
Each brand has special meaning in the minds of the target audience, in 
the context of the local culture, and the company is tuned into the 
psychological associations and attitude-triggers related to the name. 
Meera and Chik are its rural hot-sellers.^^ 
One cost effective strategy's to go in for a brand name that is 
suitable for a large number of areas. 
To appeal to the villagers, LG has launched a brand of 
television called Sampurna. The name conveys the same meaning in 
four languages - Bengali, Hindi, Marathi and Tamil. 
The brand should also reflect the aspirations of the villages. The 
choice of brand names, in the bidi industry - for instance, Pahelwaan 
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Chapp demonstrates their acute consumer understanding and get 
along very well with villagers.^^ 
As rural consun\ers are religious - minded people, the 
companies can also go in for mythological names to get close to their 
hearts. Texla cashed in on the popularity of the "Mahebhrata" serial 
by naming its TV set Arjun and Yuvraj.^'' 
An attractive tagline straight away gets into the minds of the 
consumers. A marketer should try to create such a tagline, which tells 
the benefit of the product to the consumer. 
Escorts has used "Jandar Sawari, Shandar Sawari" for its 
mobike with Dharmendra as the brand ambassador. No wonder, they 
achieved sales of 95,000 vehicles annually.^8 
Lifebuoy, ever since has been using "Tandrusti ki raksha, Karta 
hai lifebuoy'. The success of this brand can be judged by seeing its 
number 2 position in the rural top 10 brands list. 
4.10. Semiotics for rural consumers 
In the interior rural markets, brand identification is mostly 
through visual patterns. Logo, symbol and colour together can 
provide strong brand recognition. Semiotics, i.e., the study of signs 
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and symbols and their interpretation, is very important for a rural 
marketer. Semiotics primarily works best for products that have low-
involvement at the time of purchase, and have very frequent usage or 
in order words, are of Fast Moving "Consumer Goods (FNCGs) 
category. The companies should be extra careful in choosing colours, 
logo sizes and symbols. Once established, there elements go a long 
way. 
Britannia Tiger Biscuits - The brand name 'Tiger' with its 
'bright red pack, helped build identification with the rural consumers. 
The colour denotes festivity and auspicious occasions to the rural 
masses 
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4.11. Brand Loyalty: Building brand equity in rural markets by 
moving a consumer from commodity to brand and satisfying him is a 
phenomenal challenge but once the consumer is satisfied with a 
brand, he becomes a hard-core brand loyal. With his word-of-mouth 
recommendations, he might convert the whole village to that 
particular brand village. It is not uncommon to find everyone buying a 
Mahindra tractor or Wheel Washing bard in a particular village.^o 
Thus, a company must add some tangible value to a product to 
increase loyalty. 
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Due to this particular characteristic of rural consumers, many 
companies are trying to create an umbrella brand in the rural markets 
to ensure a certain level of success in case a company goes for brand 
extensions. 
Few more cases of brand consciousness among rural masses. 
About 70 km from Hyderabad lies Tangadapalli village in 
Nalgonda District of Andhra Pradesh. Among the 3,000 odd residents 
of the village, the wife of the village Post master stocks and sells HLL 
products worth Rs. 12,000-15,000 and earns around Rs. 1500/- per 
month. HLLs Project Shakti targets small villages with a population of 
less than 2,000 people. HLL hopes to have 50,000 Shakti entrepreneurs 
by 2007. Mangamma finds that villagers are brand conscious and they 
no longer ask for 'Red Soap' but for lifebuoy. 
Some of the brands that have created a lasting impact on rural 
consumers are Billy wali cell (Eveready batteries - battery with cat as 
symbol). Lai saboon (lifebuoy). Ladkawala paint (Gattu-Asian paints 
Mascot). Nirma girl (Nirma detergent) Rishi (Dabur Chawanprakash), 
Parle baby (Parle biscuits) Coconut tree (Parachute), Amul (From 
Sanskrit word 'Amoolya' Meaning Priceless), Peedhari Balm (Zandu 
Balm), Desh Ka Namak (Tata Salt) 
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4.12. Packaging Decisions: 
It is a very important feature for rural areas this is because large 
proportion of rural population is still illiterate when they do watch TV 
and go to the shop for any specific product, they do not ask for any 
brad name but try to recognize the product by its packing comprising 
brand mark. Rural consumers relate very strongly to product 
packaging and visuals. They often ask "sher chapp' paints (meaning 
tiger brand) rather than Nerolac Paint.^ ^ 
Even when the rural consumers are not sure about their choice, 
attractive packaging makes a lot of difference in making the final 
decision for the customer. 
4.13. Packaging Strategies 
With an unsteady source of income, pack-size is increasingly 
playing a vital role in the decision making process for buyers in these 
regions. An effective strategy has been to sell products in smaller 
packs to suit smaller rural pockets. 
Large groups of rural consumers receive wages on daily basis 
and, therefore, have a limited amount of money to spend at one go. 
They cannot also plan their purchase. Thus small pack sizes help the 
rural consumers to pick-up the product at a price that they can afford. 
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Balsara Hygiene Products Babool toothpaste, a best seller 
amongst rural consumes, is available in 50 gms packs. Balsara has also 
introduced 3 gms sachets for its mosquito repellent odomos.22 
Small is beautiful. Buoyed by the success of its powdered soft-
drink Sunfill in sachets, soft drinks major Coca-Cola has decided to 
launch Kinley purified drinking water in pouches. Coca-Cola's new 
launches are said to be part of a new strategy to address affordability. 
The company is trying to tap the potential of the water pouch market 
in the SEC C&D categories and the rural areas. 
The products like detergent and paste that are common to 
family members are bought in large pack sizes, whereas individual 
use products like shampoos and toilet soaps are preferred in smaller 
packs only.23 
Inspite of huge promotional activities undertaken by 
companies, due to their conservative nature rural consumers prefer to 
take smaller packs for trial first. Once they are satisfied, they opt for 
larger pack sizes. Because of the small packs, many companies have 
been able to shift hesitant rural consumes to their brands. 
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Small pack sizes are easy to display, thereby, increasing the 
visual appeal they carry. Compared to the larger pack sizes, the 
colours on the smaller packs are looked at with more interest. 
One of the most important reasons of success of small packs is 
that it can be easily stored both in rural houses as well as in shops. The 
rural retailers usually have limited shelf space so they prefer smaller 
pack sizes as to save on the space as well as have an attractive display. 
Colgate has put a cap on its tooth powder sachets. Since many 
rural households don't have proper bathrooms and only have a 
window or things like that to keep such things, it was very wise to cap 
this sachet for convenience of storage while in use. 
The packaging for rural markets should be decorative and 
should fit in the local culture. Companies should take care to write 
product's name in local language to create consumer awareness and 
making a suitable customer base. A company's logo should reflect the 
rural lifestyle and its folklore. The regional variations in terms of 
colours, symbols etc. should also be given due attention. 
Tata Cellular, one of the operators in Andhra Pradesh, altered 
the pack design and colour combination when it extended its network 
to Rest of Andhra Pradesh. From blue, the colour scheme was changed 
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to yellow and the Tata brand logo that enjoys tremendous trust was 
enhanced on the pack.24 
Colours must also be carefully chosen as dark colours are 
masculine and are a better indicator of the quality. 
Strong Packaging: A product that has to reach interior rural markets 
has to go through multiple product handling points and rough terrain 
between stock points. It thus becomes imperative to go in for a strong 
packaging material. At the same time, it should be seen that the 
package is able to retain benefits like freshness. 
The marketers realize the importance of strong packaging for 
the rural markets. HUL had introduced Lipton Taaza Tea in a new 
avatar in 1999 that uses 'international freshness preservation 
technology'. HUL has done this because it realizes that tea packs to 
through multiple tiers of wholesalers and retailers, sometimes taking 
as many as 12 weeks to reach the rural consumer. The freshness 
preservation is indeed a valid consumer benefit in rural markets also.^ ^ 
Innovation Packaging: Innovative packaging can give a company an 
advantage over competitors. Companies should constantly think 
about how best to package their products to maximize the product 
value for the rural consumer. 
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First option is to go in for economical packaging like combo-
packs or larger pouches. When related products are packed together 
and sold at economy prices, the rural consumer finds it a better option 
to buy. 
Second option is to try out novel methods and the third option 
is to go in for re-usable containers, which would be an additional 
motivating factor. 
The packaging strategy of Colgate, over the years, has made the 
penetration of its products much easier. Firstly, the company 
introduces single usage economy sachets. The tooth powder was 
introduced single usage economy sachets. The tooth powder was 
introduced in 10 g. sachets of Rs. 1.50 each and the toothpaste with 
Super Shakti in 15 g. packs for Rs. 3 each. Secondly, it introduced 
combination packs, offering a toothbrush with 30g toothpaste for Rs. 
8.50, which helped the company in increasing the user base in the 
rural regions to a great effect. And now, the company has introduced 
larger pouch packs for its tooth powder. The 50g pouch retails at Rs. 
6.00.26 
Labeling: The labels for the products to be marketed in rural areas 
should preferably be affixed rather than inserted in the product 
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package. The label directors regarding the proper use of a product 
must be within the comprehension of the average rural consumer that 
can be understood and followed without professional guidance. The 
comprehension can be enhanced by using visuals on the labels. 
4.13. Product Support Services 
Once a marketer is ready with a physical product, he has to 
think about product support services to maximize consumer 
satisfaction. Companies that make a good product but provide poor 
local service support would definitely fail, especially in the rural 
markets in the long run. A company should provide the best support 
to rural consumers. A company must identify the services the rural 
consumers are looking for. 
Broadly speaking, a company can think of providing services on 
the following fronts: 
Developing a product for rural market involves defirung the 
benefits that it will offer. Companies should give what rural 
consumers look in for a product. A marketer should keep few things 
in mind while designing products for rural markets including 
branding, packaging, and services. 
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Firstly, the product should reflect social and cultural influences. 
Secondly, a company should be careful about launching a product at 
the right time. For instance, April-June is the most appropriate time as 
it is immediately after harvest and the marriage season is on. So the 
probability of a rural customer becoming an actual buyer is quite high. 
Lastly, a marketer should keep a track of habits of the rural consumers 
to find out the gaps. 
To conclude, it can be said that each product should be 
specifically tailor-made and no experience should be totally 
transplanted. 
4.14 Pricing strategy 
Price is a matter of vital important both several the buyer in the 
market place. Price denotes the value of a product or service expressed 
in money. In a comparative economy, price is determined by free play 
of demand and supply. The price will move forv^ard or backward 
with changing supply and demand situation. Pricing decisions 
influence sales volumes, profit margins, trade terms and conditions, 
advertising, sales promotion and product image. Pricing is a powerful 
marketing tool and every marketing plan involves pricing decisions. 
Price is the most handy, available indicator of product quality and 
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value for many customers. Buyers, very often, believe in the 
statement, "you get what you pay for", if it costs more, it must be 
better. Price quality relationship applies to products whose quality is 
difficult to judge. Examples. Jewellery, clothing, alcoholic beverages 
etc. A rural consumer with limited income and low awareness has an 
important question in his mind while taking purchase decisions i.e., 
"is it worth it". The equation is satisfaction = benefit - cost and price is 
the cost part of the equation. 
In the study conducted in the rural Aligarh (table 4.7) indicates 
the following results regarding behavior of rural customers along 
price factor. 
Table: 4.7 
The dominant reason for Brand Purchase 
Factors 
Price 
Quality 
Availability of 
Brand 
Company's 
Brand Image 
Rank Scores 
Urban Fringes 
435 
800 
800 
435 
Out Skirts 
252 
800 
800 
525 
Hinterland 
575 
800 
800 
575 
Sample size = 200 each location. 
No. of Responses = 800 
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Result:- Since the rank score in the Hinterland is more on price factor 
compared to the urban location. Therefore, we can say that the former 
is more price sensitive than the latter, therefore, we reject H02 and 
accept Ha2 that the rural market is more sensitive towards the price 
and FMCG products than the urban market. This is on account of the 
purchase constraints with rural consumer. 
Looking at the above findings a marketing manager has to 
formulate an appropriate pricing strategy to achieve the marketing 
objectives. 
4.14.1. Low price: A rural consumer is price sensitive mainly because 
of his/her relatively low level of income and unit price of a product 
will have an impact on sales. Once he is satisfied with the brand, he 
will continue to patronize the same. Pricing the product at a lower 
price really attracts rural population for trying the products. Though 
rural incomes have grown in the past decade, the money earned by 
the average rural consumer is still much lower than that of his urban 
counterpart. A large part of the income is spent on the basic 
necessities, leaving a smaller portion for other consumer goods. 
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For many FMCG companies, Rs. 5 is an appropriate price point 
to draw new customers and increase consumption. It has been 
observed that pens, razors, biscuits packs, toothpaste, washing soaps, 
soft drinks costing around Rs. 5 have slowly started selling in villages. 
The presence of such a wide array of products at Rs. 5 is linked to 
consumers buying behaviour. For example Lifebuoy soap in 60 gms. 
@Rs. 4.50 - sells primarily in rural areas; urban sales to rural sales ratio 
are 40:60 and Tata has introduced Samundar salt in the economic 
category. 
4.14.2 No frills Product: The production cost can be lowered by using 
less sophistication and rather concentrating on sturdiness and utility 
of the product. For example Maharaja Appliances Ltd. Sells a sturdy 
Bonus washing machine, without a drier for rural market at Rs. 
2,990/-
The strategy of low unit price is applicable for FMCG's category 
as Majority of rural consumers have low purchasing power and They 
do not buy the product by weight but by monetary unit. 
For instance, paanch rupeya wali chai. This strategy has been 
widely used by the marketers operating in rural markets. From 
personal hygiene products to edibles, everything is available at the 
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lowest possible unit price pack by combining pricing and packaging 
strategies. 
For Example: 
Rasna Enterprises has returned to the rural markets in 2001 in 
order to push sales of its main product, Rasna soft drink concentrate 
(SDC). In order to promote trials in the new semi-urban and rural 
markets, Rasna launched SDC in sachets seven year ago and, today, 
sachet sales have grown to contribute 30 percent of sales in terms of 
volume. Priced at Rs. 5, the Rasna SDC sachet makes six glasses as 
compared to the regular pack, which costs Rs. 27.50 and makes 32 
glasses. 
4.14.3. Refill/Reusable Packaging: By giving refill packaging 
marketers can add value to the pricing of the product. For Examples, 
Boumvita available in refill pack and detergents made available in 
reusable packaging. 
4.14.4. Credit facilities: Success or failure of crop depends upon 
climatic conditions. Favorable conditions give bumper yields and 
unfavorable conditions result in very low yields, and therefore rural 
income is seasonal in nature. The farmer requires credit for meeting 
cultivation expenses as well as running the family between marketing 
176 
of produce and the harvest of next crop. He avails credit facilities from 
the village merchant for buying household necessities. The rural 
retailer in turn requires credit facilities from the distributors of 
consumer goods. Many companies extend credit to the village retailers 
to persuade them to stock the company's products and push it in the 
market. The decision to extend credit is based on the volume of 
business and credit worthiness of the retailers. The credit extended by 
company depends upon the nature of the product and market 
situation. The credit period varies between 7-30 days in the case of fast 
moving consumer goods. The demand for agricultural inputs like 
pesticides is highly seasonal in nature and therefore companies 
normally allow a longer credit period of 60-90 days to persuade the 
retailer to stock the product well in advance of the season. 
4.14.5.Discounts : In these days of cut throat competition, the 
marketers offer a variety of discounts to the consumers and dealers to 
increase the sales. The common forms of discounts and allowances 
are: 
Trade discount is a form of functional discount and it is 
given to buyers, who are buying for resale i.e., wholesaler or 
retailer, in payment for the marketing functions which these 
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traders are expected to form. Normally, a wholesaler receives 
a trade discount of 305% and retailer Th to 10% in the case of 
consume products like soaps, tooth paste, biscuits, hair care 
products. 
ii. Cash discount is a rebate or concession given to the trader to 
speed up payment. Against a credit period of 30 days, the 
company niay offer cash discount to encourage the dealer to 
pay in full by cash, draft or current cheque. 
iii. Quantity discount. In order to encourage the trader to make 
bulk purchases, quality discount is offered. Such discount 
may be offered on the total volume of purchase during a 
certain period also. 
iv. Promotion allowances for advertising, delivery van 
operation display of products, employing salesman for 
retailer coverage, and offered to promote the sales in rural 
areas. 
V. Promotional Schemes. Normally, farmers purchase 
consun\er durable items after the harvest of crops. Similarly, 
Diwali, Pongal Onam, Dassera, Idd and Christmas are the 
festivals for buying introduction scheme, festival offer by 
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way of special discounts, exchange offer i.e, taking back used 
consumer durables are offered during harvesting and 
festival seasons in rural areas for increasing sales of the 
products. For Example: Companies like HUL, Colgate offer 
discounts/allowance such as quantity discount, introductory 
offer, free goods offer etc. to increase the sales in rural 
markets. 
4.14.6.Value engineering: This is an internationally used technique, 
which helps organizations not only lower costs but enhance value to 
customer. The concept has been implemented by a few firms in 
tapping the rural markets. 
For example: Nirma detergent power, over a period of ten years has 
become the largest selling brand in rural India. The success of Nirma 
is due to affordable price, medium quality, availability at village shops 
and use of rural specific mass media. 
It can be said that the rural India needs affordable prices 
company should constantly think how to make there products 
affordable for the majority of rural consumers. 
Companies should also try to develop the market by educating 
rural consumers are hey are illiterate but not native. Once they 
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understand the benefits, the effect of price as a decision variable, 
would get reduced. Ways should be innovated to maximize value for 
rural consumers. 
In fact, product and price are the important components of 
marketing mix. The marketers have to understand the dynamics of 
rural markets and formulate appropriate product and pricing 
strategies to explore the rural markets. 
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4.15. PROMOTION 
Among all the elements of the marketing mix, promotion has 
received adequate attention of marketers operating in the rural 
markets. Apparently, promotional measures adopted by various 
companies are one of the factors that have probably resulted in 
tremendous growth of the rural market.27 The creation of new 
purchasing power in these areas has to be effectively managed by the 
marketers by motivating the rural consumers to buy and consume 
products. Often it is not the promotion of a brand that is crucial but 
creating an awareness concerning a particular "product field".28 For 
achieving this effective mass communication and consumer education 
are essential. 
A marketer needs to follow a communications mix, consisting of 
a specific blend of advertising, sales promotion, personal selling and 
public relations. However, he should remember that communication 
in rural areas goes beyond these specific promotion tools. This is 
because unlike urbanites who are more or less similar, rural folks 
differ from region to region.^9 The product's design, its price, the 
shape and colour of its package, and places where it is available all 
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communicate something to buyers. Thus, although the promotion mix 
is the company's primary communication activity, the entire 
marketing mix-promotion and product, price and place must be 
coordinated for greatest communication impact. Dalveer Singh, 
Country Manager, Ogilvy Outreach believes that it's a brand world of 
360-degree experience that has to come alive to the rural cor\sumer. 
For instance, HLL's Lifebuoy ran a widespread integrated campaign, 
modeled on four critical features: multiple contacts, low cost, 
scaleable, and interactive, towards increasing brand penetration and 
frequency of usage. It spoke to a population of 3.35 core spread across 
9,248 villages in nine states. 
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Figure 4.1 A mix of pull and push promotion strategies by marketers 
A. PUSH STRATEGY 
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Salesman 
Wholesaler's 
Salesman 
Retailer's 
Salesman 
Manufacturer Wholesaler Retailer Consumer 
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Advertising and 
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Wholesaler •4 Retailer 
" 
Consumer 
C PUSH & PULL STRATEGY 
Manufacturer's [^  
Salesman 
Wholesaler's ^ 
Salesman 
Retailer's 
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Manufactuf^" Wholesalef Retailef Consumer 
4.15.1. Advertising: 
A marketer must make five important decisions when 
developing an advertising programme for rural markets: 
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• Setting advertising objectives 
• Setting advertising budgets 
• Creating a message 
• Deciding on media mix 
• Evaluating advertising campaigns 
4.15.1.1 Advertising Objectives: 
The first step is to set advertising objectives to define the job 
that advertising must do. The advertising objectives can be classified 
into three categories - informative, persuasive and reminder. 
If a marketer is entering with a new product, his objective 
should be to inform creating some level of awareness about the 
benefits of the product. Since a long period of time, HLL and Colgate 
have been working on this objective itself. Both of them have focused 
on hygiene and how their products help in maintaining that. 
The second category is of persuasive objectives. This is 
important when a marketer enters with a new brand in an existing 
product category. He needs to build brand preference and encourage 
switching to his brand. 
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The third category is of reminder objectives - to keep consumers 
thinking about the brand. This is really important in the case of rural 
consumers as for them out of sight is out of mind. Moreover, retailers, 
in these areas, are more interested in pushing the local brands because 
of the higher margins. 
4.15.1.2.Advertising Budget: 
After determirung his advertising objectives, a marketer has to 
next set his advertising budget. This is the most difficult decision n 
context of rural markets as they are still evolving. There is no fixed 
media mix for rural markets. Moreover, the charges of different media 
forms are not uniform. All these factors make the estimation very 
difficult. 
The rural advertising budget of companies is generally ranges 
from Rs.6 to 15 crore. Though it doesn't seem much but 10 crore spent 
in villages achieves the same visibility as 50 crore in towns and cities. 
15.1.3. Advertising Message: 
Advertising can succeed only if a message is able to gain 
attention and communicate well. For rural markets, developing an 
effective message requires attention to the following points: 
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• Clear customer benefits should be identified to use as 
advertising appeals keeping in mind the value system of 
particular culture. The theme of the advertisement needs to 
revolve around university themes, such as family love. Complex 
advertising does not really work in rural areas as it leaves the 
viewer confused^o. 
• The message should be more pictorial (colours, numbers and 
visuals) based on rural themes and idioms to suit the local 
culture and expectations. 
• Brand endorsers should be chosen with caution according to the 
product category. Familiar yet aspirational role models work 
welpi . For lifestyle and aspirational products, Govinda or 
Tendulkara can be used, as films and cricket are equally popular 
in rural areas. But for specifically rural products like fertilizers, 
tractors or pumpsets, a better choice is Pradhan or Sarpanch as he 
is considered to be wiser than the rest. Similarly, for a product 
like motorbike, someone who can be a symbol of strength 
should be used. 
• Be creative. Creativity does not necessarily mean being 
'different' for the sake of being different. It means striking the 
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right chord by relating to the rural consumer intellectually and 
emotionally32. 
• The message should be written, recorded, pasteurized or 
visualized originally in the language of the region where 
advertising is required rather than getting campaigns conceived 
in English translated by the language department into 
vernacular^ 
4.15.4. Advertising Media: 
The major steps in media selection are: 
• Deciding on reach, frequency and impact; 
• Choosing among major media types and specific media 
vehicles. 
• Deciding on media timing 
To select the marketer/advertise must decide what reach and 
frequency are needed to achieve advertising objectives. He must also 
decide on the desired media impact. For instance, for demonstration 
of a product, it would be best to go to the consumers directly for a live 
demonstration. 
After deciding the desired reach, frequency and impact, the next 
task is to select suitable media mix. Selection of an appropriate media-
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mix for carrying the well-designed messages to the rural audience is of 
paramount importance. Due to varying lifestyles, unlike urban areas, 
where conventional media - Television, Radio, Cinema, press and 
Satellite - provide a comfortable solution, rural areas demand 
innovativeness. The conventional media can be used but to a limited 
extent. A marketer or a media planner has to continuously find media 
forms to increase the level of involvement of the rural consumer. Now 
we shall examine the relevance of conventional media in context of 
rural communication and discuss certain commonly used rural 
specific media. 
4.16. Conventional Media: 
For the purpose of this study, five media have been taken as 
components of conventional media - television, radio, cinema, press 
and satellite. The latest figures are taken from Indian Readership 
Survey (IRS) 201 Round 2. Overall rural figures along with top five 
states/union territories based on reach figure are given for each 
medium 
4.16.1.Television: Due to low literacy levels in rural areas, the figure 
standing at 50 per cent^'', television has proved to be a very 
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advantageous medium in communicating with the rural people. Table 
4.8 provides the reach of television in rural areas. 
Table no 4.8 Television Rural Reach 
Rural 
Goa 
Punjab 
Kerala 
Tamil Nadu & Pondicherry 
Himachal Pradesh 
Reach (%) 
38.8 
82.4 
66.8 
63.1 
60.5 
58.9 
Source: IRS 201 Round 2 
Table 6.9 Media Reach in Rural Household 
All India 
URBAN 
Male 
Female 
RURAL 
Male 
Female 
Press (%) 
23 
46 
58 
33 
14 
21 
7 
TV (%) 
47 
78 
79 
77 
36 
39 
32 
Satellite 
(%) 
13 
35 
36 
34 
5 
5 
5 
Radio (%) 
18 
18 
20 
16 
18 
22 
13 
Cinema 
(%) 
20 
31 
39 
22 
16 
22 
10 
Source: Indian Readership Survey 
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One thing that becomes evident is the reach figures are directly 
proportional to the level of electrification of the areas. The top four-
states/ union territories- Goa, Punjab, Kerala and Tamil Nadu have 
already been declared 100 percent electrified and Himachal Pradesh 
99.33 percent electrified. So while deciding on choosing television as a 
communication medium, a media planner should take into account 
the level of electrification of a particular area along v^ith the following 
points: 
• The number of households who own television sets. 
• Condition of supply of electricity and voltage in a particular 
area. 
A media planner should make use of regional Doordarshan 
Kendras to get a better focus. According IRS 2002 Doordarshan has a 
reach of 31.7% in rural areas. These regional channels make the 
communication task easier by providing a chance to communicate 
with the rural audience in their local language. One thing, however, a 
media planner should take note of the reach figure might be an 
impressive figure, but half the audience are secondary viewers and 
many watch just 5 minutes per week.'^ s JQ discover the true potential 
offered by this medium, such factors should be discounted. 
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4.16.2. Radio: 
The radio is a well-established medium in rural areas. Radio is 
not only a source of entertainment for a villager, it's prideful 
possession. It's more than a companion. Cycle and radio are the first 
two economic indicators that separate the haves from the have-nots^^. 
Tale 4.10 provides the overall reach of radio in rural areas. 
Table 4.10Radio Rural Reach 
Rural 
Kerala 
West Bengal 
Assam 
Tamil Nadu and Pondicherry 
Himachal Pradesh 
Reach (%) 
15.1 
48.1 
34.4 
22.2 
21.1 
18.6 
Source: IRS 2001 Round 2 
It is clearly visible from Table 4.10 in spite of huge increase in 
television penetration, there are areas where radio reaches almost half 
of the population. Moreover, in rural India where power cuts are a 
way of life radio is a more reliable medium of communication than 
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television^''. A media planner can, thus, effectively use radio as a 
supplementary medium for rural areas. 
4.16.3. Press: 
Low literacy is the largest limiting factor in the efficacy of press 
as a medium for village markets. In most villages, almost all 
readership is secondary. Newspaper subscribers are the bank, 15-20 
odd grocers or teashop and 0.2 per cent - 0.3 per cent households. 
Magazines are usually not read.38 Tale 4.11 gives the press reach 
figures for selected rural areas. 
Table 4.12 provides the rural press reach break up figures for 
the three categories - dailies, magazines and publications. 
A seen in Table 4.12 the reach of magazine is the lowest out of 
the three categories. The highest reach is of local language 
publications, followed by local language dailies, thus, underlining the 
importance of communication in local language with the rural 
audience. One thing a media planner should remember is though 
press coverage is limited, most of the people exposed to I, happen to 
be opinion leaders, who spread the information to the rural masses, 
making it more acceptable by the villagers. Thus, local press can be 
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used as a medium, depending on the level of literacy of the target 
audience. 
Table 4.11 Press Rural Reach 
Rural 
Kerala 
Goa 
Haryana 
Maharashtra 
Himachal Pradesh 
Reach (%) 
24.3 
70.4 
55.0 
36.2 
34.6 
33.6 
Source: IRS 2001 Round 2 
Table 4.12Dailies, Magazines and Publications 
Rural 
Dailies 
English 
Hindi 
Local Language 
Magazines 
English 
Hindi 
Local Language 
Magazines 
English 
Hindi 
Local Language 
Reach (%) 
24.3 
22.4 
0.9 
9.0 
13.2 
10.3 
1.3 
5.2 
5.1 
24.3 
1.7 
10.7 
14.0 
Source: IRS 2001 Round 2 
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4.16.4. Cinema 
Cinema halls present an exciting audiovisual media option for 
the rural market. The rural people do see cinema, though in varying 
proportions, as a matte of regular lifestyle and habit^^. Table 
4.13validates this statement. 
Table 4.13 Cinema Rural Reach 
Rural 
Andhra Pradesh 
Tamil Nadu and Pondicherry 
Bihar 
Kamataka 
Kerala 
Reach (%) 
29.8 
49.9 
48.0 
39.9 
34.8 
34.3 
Source: IRS 2001 Round 2 
As is clearly visible from Table 4.10 out of top 5 states/union 
territories, based on cinema reach figure, four positions are taken 
away by southern states. Therefore, this medium can be effectively 
used in the southern states. Short feature films with disguised 
advertisement messages, documentaries that combine knowledge and 
advertisements, and direct advertisement films can be employed for 
rural communication. However, a media planner should regularly 
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check that advertisements are actually shown. Absence of control 
allows cinema operators intent on conserving power bills to zap 
advertisement sequences completely"^ 
4.16.5. Satellite: 
The improvement in infrastructure, in addition to the operators' 
efforts has led to a boom in satellite television in rural areas. 
Moreover, as it is a sight and voice medium, it serves as a better 
source of communication in rural areas. Table 4.14gives the overall 
rural satellite reach figure along with top five states/union territories. 
Although the overall rural figures do not seem to be very 
encouraging at present, but as the development of infrastructure takes 
place, this might become an effective medium in the future. 
Table 4.14 Satellite Rural Reach 
Rural 
Goa 
Andhra Pradesh 
Tamil Nadu and Pondicherry 
Karnataka 
Kerala 
Reach (%) 
8.4 
25.8 
23.1 
22.5 
17.3 
15.9 
Source: IRS 2001 Round 2 
As seen above, all the five traditional media, reaches barely 50 
percent of the rural audience. According to IRS 2001 Round 2, the 
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combined reach figure for these five - Television, Radio, Press, 
Cinema and Satellite is 59.2 percent. Moreover, due to certain 
problems like infrequent power supply etc., the effective figure might 
be somewhere around 50 percent only. Table 4.15 gives composite 
rural reach figures for different combinations of these media. 
Table 4.15 Composite Rural Reach 
Press + TV 
Press + Cinema 
TV + Radio 
TV + Cinema 
TV + Satellite 
Press + TV + Cinema 
TV + Satellite + Cinema 
TV + Radio + Cinema 
Press + TV + Radio + Cinema 
TV + Satellite + Radio + Cinema 
Reach (%) 
46.5 
40.8 
46.1 
51.8 
39.5 
55.6 
52.3 
56.0 
58.8 
56.5 
Source: IRS 2001 Round 2 
In addition to aforementioned media the rural folk are exposed 
to some specific media forms. Our study in rural Aligarh also 
corroborates the use of the following media and promotion mix. 
4.16.6 Outdoor Advertisement: 
This form of media which includes signboards, wall painting, 
hoardings, tree boards, bus boards, dealer boards, product display 
broads etc., are cost effective in rural areas. Symbols, pictures and 
colours should be used in outdoor advertisements so that the 
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consumers can easily identify the products. Generally, rural people 
prefer bright colours and the marketer should utilize such cues. 
4.16.7. Point of Purchase: 
Display of hangings, festoons and product packs in the shops 
will catch the attention of prospective buyers. However, a clutter of 
such POP materials of competing companies will not have the desired 
effect and is to be avoided. For example HUL has been promoting 
lifebuoy soap at the point of consumption by putting stickers, posters, 
tin boards on the walls of wells, tanks and trees near rivers. 
4.16.8. Direct Mail Advertising: 
It is a way of passing on information relating to goods or 
services for sale, directly to potential customers through the medium 
of post. It is a medium employed by the advertiser to bring in a 
personal touch. In cities, lot of junk mail is received by all of us and 
very often such mails are thrown into the dustbin, whereas a villager 
gets very few letters and he is receptive to such mailers. For example 
Direct mailers on consumer durables to be sent during the harvesting 
season so that the farmers will have money for purchasing the same. 
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4.16.9.(a)Wall Painting: 
Wall painting is an effective and economical medium for 
communication in rural areas, since it stays there for a long time 
depending upon the weather conditions. The cost of painting one 
square foot area is about Rs.l5/- Retailers welcome painting of their 
shops so that the shop will look better. Walls of farm houses, shops 
and schools are ideal places for painting and the company need not 
have to pay any rent for the same. The walls have to be painted at 
least one two feet from ground level. It is better to take permission of 
the owner. Very often the owner takes responsibility for taking care of 
the wall painting. 
The matter should be in the form of pictures, slogans for 
catching the attention of people. A wall painting of 100 square feet is 
quite adequate to convey the message about a product or service. The 
local distributor/dealer who knows the market and people could be 
involved in selection of spots and for arranging wall painting. For 
example Companies marketing TV, fans, branded coffee/tea, soap, 
toothpaste, pesticides, fertilizers etc., use wall painting as a promotion 
medium in rural areas. 
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(b) Tree boards: 
Tree boards are painted boards of about two square feet in 
dimension having the picture or name or slogan of the product 
painted on it. The cost of such a painted board is about Rs.lOO/- These 
boards are fixed to the trees on both sides of the village road at a 
height of about 10 feet from ground level. These boards attract the 
attention of slov^ moving vehicles like cycles. Considering the poor 
condition of roads, even the buses move at slow speed through village 
roads. Tree boards are low priced promotion items and can be used 
for consumer goods like tea, soap, toothpowder and toothpaste. 
4.17. Farm-to-FamVHouse-to-House visit: 
Rural people prefer face-to-face communication and farm visits 
facilitate two-way communication. The advantage is that the sales 
person can understand the needs and wants of the rural customer by 
directly discussing with him and answer his queries on products and 
services. Potential customers in the village are identified and the 
company's representative/distributor's representative in making 
farm-to-farm visits and highlights the benefits of the products. The 
person carries with hinn literature in local language and also samples 
of products. The person does not sell the product but only promotes 
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the use of the product. Very often the local dealer also joins the 
representative in making farm-to-farm visits. The dealer clarifies the 
terms and conditions of sale and also makes independent follow up 
visits for securing orders. For example Many L/C agents and 
companies dealing with high value consumer durables have tried this 
approach with success in rich rural areas. 
4.18. Opinion leaders: 
Villagers place more emphasis on the opinion of others who 
have used a product/brand to make purchase decision. Such opinion 
leaders could be big landlords, bank official, panchayat president, 
teachers, extension workers etc. for example Asian Paints promoted its 
Utsav brand of paint by painting the Village Sarpanch's house a few 
months prior to the launch to demonstrate that the paint does not peel 
off and is an ideal replacement for Chuna. For example the health 
development assistant of HUL regularly meets schoolteachers to 
promote Lifebuoy soap in villages. 
4.19. Haats: Traditionally, on certain days of the week, both the sellers 
and buyers meet in the village to buy and sell goods and services. 
These are the Haats (shandies) that are being held regularly in all rural 
areas. The haat is held in a common place in the village, has 
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thatched/tiled sheds for the sellers to keep their goods in an open 
ground. A small an\ount is collected as rent from the sellers by the 
local agency. The sellers in haats are mobile. The sellers arrive in the 
monung in the haat and remain till late in the evening. Next day they 
move to another Haat. The reason being that in villages, the wages are 
paid on weekly basis and Haat is conducted on the day when the 
villagers get their wages. In the Haat, agricultural products, processed 
foods, garments, groceries, stationery and packed consumer goods are 
sold. Each Haat caters to the needs of about 5-25 villages. Since large 
number of villagers visit the Haat, the local merchants also do good 
business on the days when Haat is held in the village. It has been 
observed that many village retailers and mini wholesalers buy goods 
from Haats. Another attraction is that about 80% of the sales in haat 
are on cash and carry basis. For Example; The Haat in Pollachi 
(Sanded in Tamil) is very popular in Tamil Nadu and a large number 
of villagers as well as village merchants from the bordering Kerala 
state visit the Haat for buying agricultural products as well as 
consumer goods. 
For the marketer, the Haat can be an ideal platform for 
advertising and selling products. Display of posters, dangers, banners, 
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film shows and mike publicity could be carried out in the Haats. 
Further, product display, demonstrations, sampling and actual 
counter sales are possible. By participating in Haats and melas, the 
company can not only promote the products but also understand the 
shared values, beliefs and perceptions of rural customers that 
influence his buying behaviour. 
About 40,000 Haats are held in rural areas in our country. The 
highest number of Haats is in U.P., (10,000), followed by Bihar (5000), 
West Bengal (4000), Maharashtra (3700), Orissa (3500), and Assam 
(3200), Southern states have less number of Haats i.e., Tamil Nadu 
(1100), Kamataka (1200), A.P. (500) and Kerala (650). It is not possible 
for any company to invest resources and participate in all the Haats. 
Therefore, the marketer has to identify the Haats based on total sales, 
type of products sold, distance from the nearest town, number of 
visitors to the haats and their wants and needs, probable sales 
expected for the company's products including cost and benefits and 
prepare an action plan. It is better to start with biggest Haats in each 
territory. The involvement of company staff as well as the local 
distributor is crucial for successful implementation of the plan. For 
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example Parachute oil, Nirma washing powder and Tiger brand 
biscuits have been promoted through haats. 
4.20. Rural Entertainment programmes: 
There are a number of well-appreciated forms of entertainment 
available to the rural people. Some of the programmes are: 
(a) Tamasha is an extremely lively form of folk theatre of 
Maharashtra. 
(b) Dashavatar is a re-enactment of the ten incarnations of Vishnu 
and is popular in Konkan region of Maharashtra. 
(c) Nautanki named after the charming Rani Nautanki of 
Multan) is a North Indian folk drama performed on an open 
and bare stage. 
(d) Jatra (Journey) the folk theatre of Bengal and Orissa focuses on 
episodes from the lives of Krishna and Radha. 
(e) Puppetry has proved popular in different parts of the country. 
(0 Keertana is a kind of drama in which a gifted actor performs a 
whole series of characters and moods. 
(h) The folk dance "Kuravan Kurathi" is popular in Tamil Nadu. 
The troupe consists of dancers, drummers and musicians and 
they move in a well-decorated van from one village to another 
village singing and dancing. In a day the troupe covers about 8-
10 villages. As soon as the van reaches a village, film songs are 
played to attract the attention of the villages. This is followed by 
folk dances. Mike announcement is made about the company's 
products and leaflets are distributed. After the dance 
programme, queries, if any, about the products are answered by 
the sales person. Folk dance programme costs about Rs. 5,000/-
per day and therefore these programme are conducted during 
the peak season in selected villages. 
(i) Jhadi Patti ranghbhomi- the theatre of the jungle deals with 
social problems in Vidharba region of Maharashtra. 
For example: Brook Bond/Upton India Limited have started an all 
India campaign to promote its Kodak Chhap tea through magic shows 
and skits A local magician delivers the message under the garb of a 
skit. One of the boys plays the role of Nathoo who kills the evil guys 
after he had a strong cap of Kadak Chhap. At the end of the show 
everybody is given a sample pack. 
4.21.1 Audio Visual Publicity Van (AVP Van): AVP Van is one of the 
effective tools for rural communication. The van is a mobile promotion 
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station having facilities for screening films, slides and mike publicity. 
Portable exhibition kit can be carried in the van and an exhibition of 
the products could be put up as and when required. Tata 407 or Bajaj 
Matador is used for AVP programme. 
During day-time, the unit is used for mike publicity, pasting of 
posters and distribution of literature. In the evening, with the help of 
local dealer/distributor and opinion leaders, film shows are organized 
in two/three different villages. As per the plan, the van reaches the 
first village in the evening. A suitable place such as village ground, 
school, and -Panchayat hall is selected for the meeting as well as film 
screening. A few film songs are played to attract the attention of the 
villagers. The sales person makes a brief talk about situation in the 
village, the products and the benefits. The ad film is screened along 
with some popular film shots and this-continues for about 30 minutes. 
At the end of the film show, he distributes handbills and answers 
queries of the customers. The whole operation takes about 1-2 hours 
depending upon the products under promotion, number of 
participants in the meeting and time taken for question and answers. 
The van moves to the next village for the second film show. The 
company representative visits the villages at random meeting dealers 
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and key consumers to know the impact of the AVP unit operation. The 
cost of rimning a fully-equipped AVP Unit is about Rs. 3,000/- per 
day and an AVP van operation has to be considered as an investment 
for business development in rural areas. For example Colgate India 
makes extensive use of AVP units, ITC's Mobile Vans take the 
message of e-choupal to new villages and Cavin Kare Organizes AV 
unit programmes by showing popular films interspersed with chilk 
commercials to develop awareness among villagers. 
4.21.2. Product display contest: Package is an integral part of the 
product. Its main purpose is to protect the product during transit, to 
preserve the quality and to avoid any loss in quality and quantity; 
Now-a-days, companies are making lot of efforts to produce good 
quality packages as the package is the face of the brand and carry 
advertising value, for Examples Introduction of Velvette & Chik 
shampoo by Beauty Cosmetics now known as Cavin Kare in South-
Sachets cater to the first time shampoo users who are price conscious, 
Mectiker (anti-lice product) is being made available in 5 ml sachet to 
school going children and young women in rural area. 
The main purpose of display contest is to remind the customer 
to buy the product as soon as he enters the shop. Another objective is 
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to influence the dealer, to stock, the product and support the company 
in increasing the sales. 
The display contest has to be announced well in advance and 
promotional materials to be distributed tO; all the selected dealers in a 
geographical area. Prizes for best displays are armounced to motivate 
the dealers and the contest lasts for about a month. Dealer incentives 
based on the counter sales of the products to be announced to increase 
sales. A well-planned product display contest not only increases the 
involvement of dealers in the company's products but also increases 
the sales during the contest period. Product display contests could be 
organized successfully in prosperous rural markets for promoting 
consumer goods such as shampoos, soaps, toothpaste and paints. 
4.21.3 Product demonstration is based on the extension principle 
"seeing is believing" and is one of the most effective methods to show 
the superiority of the company's products to the customers. A 
progressive villager who is an opinion leader is selected and the 
demonstration is conducted in his field/house/or common place in 
the presence of 'a group of consumers in the village. The consumers 
observe the results and the local dealer persuades them to buy the 
particular brand or the product. For Example Effectiveness of 
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detergents, vacuum cleaners, and shampoos could be shown by 
demonstrations in selected markets. And the field team of HUL 
organizes Germ-glow demonstration with soap (lifebuoy) to eradicate 
germs since visual clean is not safe clean. 
4.21.4. Village meeting places: There are meeting places such as 
temple premises, banyan trees where people assemble for social 
interaction. The marketer can use this opportunity to interact with the 
villagers and [a) understand the needs and wants of rural corisumers, 
(b) pass on the message about products, and services, (c) and obtain 
feedback. 
4.21.5 Life-Style marketing: Life style reflects as to how a person lives 
and spends time and money. Life-style can be determined by the 
product a person consumes, his activities (shopping, hobbies), 
interests (food, recreation, fashion) and opinion (about business 
society and the Govt. Each rural market segment has certain special, 
features i.e., they share common life-style traits. They include village 
sports, religious events, prominent personalities and role models. For 
example Over 100 rural sports festivals are held in Punjab every year. 
During such festivals, exhibitions on the latest farm practices, 
agricultural implements, handicrafts, and other things are organized 
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Bullock cart races, camel races, races of horses are some of the 
attractions of the rural sports festivals in Punjab. 
The company can initiate certain activities like sponsoring meias 
and local festivals, village sports, community garden maintenance, 
scholarship, field contest, health care programmes, village adoption 
etc. that gel with the pattern of life is villages. Through these activities 
the company can create long-term relationship with the rural 
corisumers for mutual benefits. 
For Examples: 
(a) Textile mills maintaining gardems. 
(b) Mineral water comparues supplying clear drinking water 
during summer festivals in villages. 
(c) Consumer goods companies sponsoring Kabbadi, 
(d) Agri-business Companies sponsoring film shows during village 
festivals. 
4.22. Promotion initiatives taken by major FMCG firms in India 
4.22.1The Britannia Tiger Lagaan Match: 
This was how the campaign took place: You needed to purchase 
a 100 mg. pack of Tiger biscuits for you will get a special "Britannia 
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Lagaan Booklet". 10,000 early birds will win a prize. There is also the 
possibility of being selected in the team that will- play against the 
"Lagaan XI" team. Britannia pumped, in around Rs, 2.5 crores to 
ensure the success of this promotional offer. Analysts say that there 
was an incremental 20% jump in sales when the scheme was on. This 
promotion was done in both the rural and urban areas, thus it not only 
gave the company an increase in the sales but also gave the brand and 
the company recognition. 
4.22.2. The Britannia Tiger Bachao Andolan 
This was conducted by Britannia Industries; with a view to 
reach its rural customer and also the target segment. This took place in 
the year 1998 when the company undertook the responsibility of 
protecting the tiger corrununity hand-in-hand with the forest 
department of Gujarat, M.P., etc. This was done by selecting 12 kids 
who were interested in the campaign. The children were selected from 
a village in Rajasthan. The campaign is still being carried out by the 
company and is one of the successful ones. It has become a social 
responsibility of the company. 
2i0 
Hoardings 
There are hoardings, which are put up by the company, in the 
rural areas. The hoardings are mostly put up with complete 
information regarding the, product. The information is given in the 
local language in order to let people know about the product. The 
hoardings also have the mascot tiger; which emphasises a strong 
healthy individual. 
T.V. 
The various ad campaigns throughout the country are done by 
preparing a single advertisement but the language in which it features 
is according to the regional language of that state. The ads include 
famous personalities like Saurav Ganguly. The ads mainly focus on 
the children and emphasise a strong diet for a healthy 'mind and 
body. School children in rural areas" are often given small packs at a 
confessional rate and at times they are distributed as free samples. 
4.22.3 Promotion means by Colgate and Palmolive India limited 
Oral hygiene is neglected even today in Rural India many rural 
people still clean their teeth with traditional products like neem twigs. 
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charcoal powder, burnt paddy husk etc. The penetration of tooth paste 
is low in rural hidia, however tooth powder is popular. 
Coi\sidering the opportunities in rural market, Colgate 
launched a programme called Operation jagruti, a village contact 
programme designed to increase rural penetration. The programme 
focused on oral health awareness and availability of the products at 
village outlets. The products were promoted through shandies/haats 
and melas. The company runs Dental Health Education Programme 
and has tied up with Indian Dental Association and covered 18,500 
dentists in towns. It has also tried syndicate distribution to increase 
penetration in villages with less than 2,000 populations. Colgate is 
now available in 2.4 million outlets. 
The company makes extensive use of audio visual publicity 
units to reach the interior villages. The van is fitted with a large 
dummy Colgate tooth paste on the top of the vehicle. As soon as the 
AVP van reaches the village, popular film songs are played to attract 
the attention of villagers. A thirty minute film is screened focusing on 
oral hygiene and the need for brushing the teeth with Colgate tooth 
paste. A few free samples are also distributed. The company hires 
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about 1 00 AVP vans and films are screened for about nine months in 
an year except during monsoon season. 
Competition 
The company has been facing the threat of losing its market 
share and has followed an aggressive strategy of introducing new 
products and increase in marketing expenditure. The company has 
been targeting schools to create oral awareness among children and 
conversion of non-users through various sales promotion measures. 
The focus on distribution and promotion is continued to face the 
competition, and maintain dominant position in the industry. 
4.22.4. Promotion measure by Hindustan Liver Ltd. 
Project Bharath' is a direct marketing exercise undertaking to 
address the issues of awareness, attitude and habits of rural 
consumers and increase the penetration level of HUL products. The 
company carried out direct marketing operations in the high potential 
areas of the country to attract first time users. Under 'Project Bharath' 
HUL van visited villages, video films were shown and sold- small 
packs .of detergent, tooth paste, face cream and talcum powder for 
Rs.l5 
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Subsequently, the company initiated "integrated rural 
promotion van" to increase awareness of HUL products in villages 
with 2000 population. The company covered 13 million households 
project. 
Lifebuoy Swasthya Chetana: Lifebuoy Swasthya Chetana is the 
single largest rural health and hygiene educational program ever 
undertaken in India. Its objective is to educate people about basic 
hygienic, habits. 
It has been-developed around the insight that people 
mistakenly believe "visible clean is safe clean." The program 
establishes the existence of "invisible germs" and the associated risk of 
infection. In India this is important, because diarrhea, caused by 
invisible germs, is the second largest cause of death among children 
below the age of 5. The project will help reduce incidence of such 
diseases, by raising awareness of preventive hygienic practices. 
The campaign has been divided into various phases. In the 
initial phase, a Health Development Facilitator (HDF) and an assistant 
initiate contact and interact with students and influencers of the 
community, like village community representatives, medical 
practitioners, school teachers etc. A number of tools like a pictorial 
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story in a flip chart format, a "Glow-germ demonstration" and a quiz 
with attractive prizes to reinforce-the message are used. The "Glow-
Germ demonstration" is a unique tool to make unseen germs visible 
and emphasize the need to adopt hygienic practices. The first 
interaction with students is then replicated with the rest of the 
community. Subsequently, follow-up visits and communication are 
undertaken at periodic intervals which reinforce the message and 
learning's. 
Started in 2002, the program has as of now, covered about 15000 
villages in 8 states - Uftar Pradesh, Bihar, Jharkhand, West, Bengal, 
Orissa, Madhya Pradesh, Chattisgarh and Maharashtra; it has already 
touched about 70 million people, imparting hygiene education to over 
25 million children. The vision of this on-going project is to make a 
billion Indians feel safe and secure by focusing on their health and 
hygiene needs. 
4.22,5 Project Millennium: In 2000, the company launched another*^ 
campaign called "Project Millermium" with the objective of increasing 
the share in tea market. The company tapped the tea shops and 
provided blended tea to appeal to rural taste (Kadak Chai - strong 
tea). 
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In 2001, the company participated in a rural communication 
programme called "Grameen Ke Beech" (amidst villages). Besides 
HUL, companies like Colgate, Mahindra and Parle participated, in the 
programme. The programme covered 3,000 villages in U.P., and 
activities included putting up exhibition stalls, demos, lucky draws, 
magic shows and screening of films interspersed with product films. 
Shakti: HUL has laimched an internet based rural information service 
called I Shakti in Andhra Pradesh in association with Andhra Pradesh 
Gvoemment's Rajiv Internet Village Programme. 
I Shakti has been developed to provide information and services 
to meet rural needs in medical health, hygiene, agriculture, animal 
husbandry, education, vocational training and employment HUL 
expects that the information services provided would improve the 
productivity of rural community and lead to economic and social 
progress. Companies like Dabur, ICICI Bank, TVS Motor Company 
have started using I Shakti kisok to promote their products. 
4.23. Guidelines for Effective Media Buying for Rural Areas: 
Media buyers, working on the brand must be familiar with the 
markets they are buying media space for. It is imperative for them to 
have visited rural markets and spent time living with rural families 
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before they attempt to buy any media for rural audiences. Tours of 
villages can be an expensive proposition but they are an investment 
which does pay off in the end'*2 
While collecting data on rural markets, the data should not be 
confined only to media habits or leadership. The data about the 
characteristics of the market should also be collected. For instance, the 
number of villages in the targeted district, the language spoken in 
these villages, the gender composition etc. 
To the maximum possible extent, the media should be tailor 
made or created. This is because every village has its own unique 
media opportunities. In some villages, it may be the best option to find 
the village, well and brand it whereas in others, wall paintings may be 
n\ost effective*3 
A media plaimer should try to find out a media mix that would 
deliver the required message in a cost-effective manner to the rural 
audience, who is predominantly illiterate and tradition-bound. While 
deciding upon the mix, every medium should be checked on the basis 
of its reach, ability to arouse interest, reliability, acceptance and cost*-* 
4.24. Evaluating Advertising Campaigns: Measurability of rural 
media spends is a problematic issue. Rural markets and media mixes 
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differ and there is no single currency or forum for measurement. Also, 
there is no sharing of knowledge among rural players to help make 
rural spends more measurable and accountable. However, companies 
are now thinking about pre and post-measurement studies 
(awareness, recall etc.) for rural-led efforts^s 
4.25 Selection of Agency: A marketer should choose a communicatton 
agency for rural markets that sounds credible, acknowledge what it 
can do and what it carmot and has the wherewithal to provide diverse 
solutions through tie-ups at the state of district levels^. The best test of 
an agency offering rural activities is to ask it to show pictures and 
tapes of rural events that it has actually conducted. This is essential 
because agencies often adopt a superficial approach to grass roots 
efforts. They tend to simplify and generalize issues instead of thinking 
strategically 
Many advertising agencies are making a noise about rural 
prospects while outsourcing key rural functions to outside specialists 
or coordinators, who themselves outsource down the line. To avoid 
such situations, it is advisable to have a number of local advertising 
agencies entrusted with regional promotional work.^^ . 
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Realizing the potential offered by rural markets, some well-
known advertising agencies are running their specialized rural 
divisior\s. 
• Ogilvy and Mather - Ogilvy Outreach 
• Lowe - Linterland 
• Triton - Triton Rural 
Besides these agencies, there are four rural communication 
specialist agencies that have now come together under the name The 
Rural Network. 
4.25. Changing Role of Rural Communication Agencies: The role of 
rural connmunications agencies is now changing from mere 
implementation to knowledge and strategy feeders. They are now 
imparting advice on brand names, packaging, pricing and even doing 
sales and distribution for clients across certain areas. 
The Rural Network - In an attempt to offer marketers, a single 
window solution to their rural marketing initiatives, Chennai- based 
Anugrah Madison, Delhi-based MART (Marketing and Research 
Team), Pune-based Rural Relations and Mumbai-based Sampack have 
got together in an informal alliance that goes by the name The Rural 
Network. The Network aims to tap the respective skill sets of each 
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partner to provide synergistic solutions in targeting rural audiences. 
Anugrah specialises in developing rural marketing strategies and 
communications packages based on rural- specific research, MART'S 
expertise lies in the area of rural distribution and development of 
technologies for rural research. Rural Relations, is one of India's 
largest rural-consumer relations organisations, with significant 
databases on rural India. Sampark is best known for its talents in rural 
van promotion and publicity, apart from developing communication 
packages with a rural focuses 
The focus is shifting from reaching villages with static visibility 
campaigns that create mass awareness and brand visibility in media-
dark markets to interactive activities like direct-to-consumer, product 
demonstrations, sampling and selling. 
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4.25. Distribution 
There are 5.2 million outlets, both in urban and rural markets 
in India. Out of those, 1.7 million outlets are located in urban India, 
whereas the balance 3. Smillion outlets are scattered in about 6 lakh 
villages and servicing these outlets is a challenging tasks indeed. Even 
if a company has a product that meets the requirements of rural 
consumers, it will succeed only if it is made available as and when 
required by the consumer. 
Table: 4.13. Major reasons that affect rural consumption adversely 
Areas 
Hinterland 01 
Hinterland 02 
Hinterland 03 
Hinterland 04 
Frequency of Response 
Non-Availability 
41 
42 
44 
45 
Fake Products 
48 
39 
35 
43 
Analysis of Table:-
Hinterland 
HOI 
H 0 2 
H 0 3 
H04 
Non-Availability 
X2 = 1.62 
Table value = .455 
X2 = 1.28 
Table value = .455 
X2 = 0.75 
Table value = .455 
X2 = .5 
Table value = .455 
Fake Products 
X2 = .08 
Table value = .455 
X2 = 2.42 
Table value = .455 
X2 = 4.5 
Table value = .455 
X2 = .98 
Table value = .455 
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The particular item has been explored only in the hinterlands since 
the issue of availability of brands is an issue basically in such locations and 
not much an issue as such in the urban locations. 
Therefore, the question was raised only in the hinterland area not 
even in the out skirts. Interestingly the two responses figured in the table 
show that non-availability is a major reason than the fake brands that affect 
consumption adversely. In fact both can be explained from each other. If 
there is non-availability of national brands it would lead to fake/spurious 
brands in the market. An issue dealt with in detail in the last chapter on 
distribution and logistics issues and strategies. At hand, if responses are 
assayed across hinterlands we find that the chi-square value is more than 
the table value. Meaning thereby that the non availability of brands affects 
consumption in the rural markets. Hence we reject the null hypotheses that 
the non availability does not affect consumption in the hinterland. We 
accept alternative hypotheses in that case tliat it does. 
Our study shovv^s that the consumers in the hinterland face non-
availability of brands as the nnajor hindrance in satisfying their 
demands. They consequently also report flooding of fake brands. 
There is a correlation between the two. Since if the brands backed out 
it will give way to fake ones. It is a definite lose to the firm and as well 
as to the consumers. 
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There is a glaring similarity between the frequencies of response 
on account of major factors that frustrate consumption, the chi square 
test shows no significant difference between the frequencies of 
response leading to the acceptance of hypotheses that non- availability 
of brands frustrate rural demand. 
4.25.1Major constraints in rural marketing 
In value of terms, rural markets are growing at a much faster 
pace than urban markets - an enticing macro level scenario justifying 
intensive forays into core rural segments. The complexities, however, 
arise at micro level. Any business firm venturing into the rural market 
has to face the following problems on the distribution front: 
4.25.2 Poorly Developed Transportation infrastructure 
The poorly developed infrastructure is the major constraint at 
present. Many parts of rural India are still inaccessible to the railways 
and roadways. This is despite the fact that Indian Railways are the 
fourth largest in the world^^ . As regards road transport, all whether 
roads still do not connect about 40 percent of the villages. India have 
only Kuchha roads and many parts of the rural interiors are totally 
unconnected by roads with any mandi level town. The problem gets 
aggravated during monsoon. Because of these problems of 
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inaccessibility, delivery of products and services continue to difficult 
in rural areas. 
4.25.3. Lack of Warehousing Facilities: 
Business firms find it quite difficult to get suitable go downs in 
many part of rural India. No public warehousing agency exists in the 
interiors of rural India. The Central Warehousing Corporation (CWC) 
and the State Warehousing Corporations (SWCs) which constitute the 
top tier in public warehousing in India do not extend their network of 
warehouses to the rural parts. They go only up to the nodal points or 
major market centers. The warehouses at the mandi level, which 
constitute the second tier in the warehousing chain, are mostly owned 
by cooperative. And the same is the case with rural godown which 
from the third tier. None of these tiers function as public warehousing 
agencies; they provide the warehousing services only to their 
members. As a result, larger stocks have to be kept in town, thus 
increasing the distribution cost^ o 
4.25.4 Low occurrence of Retail Outlets: 
Due to lack of credit facilities, and seasonal income and demand 
pattern of the villagers, a marketer is not able to find a sufficient 
number of retail outlets in each village. At present, there are a total of 
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3.697. 527 retail outlets in rural sector, leading to an average of 5.85 
shops per village,5i More than 60, 000 do not have a single retail outlet 
of many kind, and twice this number have just one or two outlets .^ 2 
4.25.5Highly dispersed Village Settlements: 
The rural sector with approximately 75 percent of the 
population is widely spread in more than 6 lakh villages. Eighty five 
percent of the villages have population of less than 5,000 persons, thus 
making effective distribution more of a dram than a reality for a rural 
marketer53. The calculations suggest that the costs of going rural can 
be 2-3 times more than selling in urban markets^ .^ 
Briefly it can be said, that a marketer has to effectively mange 
thee D's of rural distribution- Distance, Diversity and Dispersion. All 
the three results in longer lead time between paints of production 
and points of consumption, larger pipeline of stocks, high storage 
losses and high transportation and distribution costs^s. 
Response by marketing firm to above mentioned constraints in 
distribution logistics. 
In spite of these problems and consequences thereof, making 
products available in rural areas is crucial. For the markets to grow, 
companies will have to expand their frontiers. The visionary 
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companies have realized this long back and are stretching their 
distribution networks according to their capabilities. 
The major options as identified by various practitioner 
academicians are researcher available to rural marketer are: 
1. Direct Distribution 
Three Structural options 
• Direct distributor 
• Van Operations (including selling through costs) 
• Super -Stockist -sub- stockist structure 
2. Wholesalers 
• Rural Wholesalers 
• Urban wholesalers 
3. Retailers 
4. Hatts/ shandies 
5. Melas/Fairs 
6. Barefoot Salesman 
7. Self Help Groups (SHG's) 
8. Mobile Traders 
9. E-distribution 
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10. Postman 
11. Syndicated Distribution 
12. Working with Non-Governmental Organization (NGO's) 
13. CO- operative Society 
14. Utilization of Public Distribution System (PDS) 
15. Multi - Purpose Distribution Centers 
16. Mail Order] 
17. Rural Banks 
18. Agricultural Input Dealers 
19. Novel methods 
4.26. Distribution initiative taken by major FMCG firms in India. 
1. Star Sellers (HUL) 
The company appoints 1- 2 rural distributors in each district. 
Under each rural distributor there are 25-30 wholesalers known as Star 
Sellers. They invest money and stock the products of HUL. Each 
wholesaler covers about 60- 100 sales outlet i.e.. Grocery merchant. 
General Stores etc. The wholesaler may also supply to Shakti d 
entrepreneurs, who in turn cover villages having less than 2, 000 
populations. 
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2. Project Shakti 
In many states, women self -help groups have been formed 
through initiative of DWCRA (Development of Women and Children 
in Rural Areas). The group's financial resources consist of savings, 
Goveniment assistance and bank loans. Normally, members use the 
loan out of the group corpus for their personal needs. Such loans are 
also used for income generating activities. HUL has come out with a 
new distribution mode with the main objective to develop income-
creating capabilities of underprivileged rural worhen by providing a 
sustainable enterprise opportunity and to improve rural living 
standard through health and hygiene awareness. 
Typically a woman from the SHG is selected as a Shakti 
entrepreneur (Shakti Amma) and receives stocks of lifebuoy. Wheel, 
Pepsodent, Annpurna salt, Clini plus. Ponds, LUX, Nihar, 3 Roses tea 
etc., at her door step from eth HUL rural distributor. She sells 
directly to consumers as well as to small merchants in the village. Each 
Shakti entrepreneur services 6-10 villages in the population range of 1, 
000- 2, 000 people. While training and hand holding by the company 
for the first three months, she begins her door - to- door journey 
selling the product. Normally, the entrepreneur has a turnover of Rs. 
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10, 000 to Rs. 20, 000 per month and earns a profit of Rs. 700 to Rs. 
1400 a month. She also sells non- competing brands such as edible oil, 
sugar, matchboxes, bangles etc. Under Project Shakti events such as 
Heath day, Shakti day, film shows are organized to promote the 
products. The project was started in Nalgonda District in A.P., and at 
present there are about 7000 Shakti entrepreneurs in eleven states. The 
plan is to have other 25,000 Shakti entrepreneurs covering one-lakh 
villages. The most powerful aspect of this model is that it creates a win 
-win partnership between HUL and the Women entrepreneur. 
Project Shakti is a win-win model, for Govrenment, Bank, HUL 
and Shakti Entrepreneur (SE) Government provides income 
generating activities for rural women. Bank: Micro-credit for business 
and social responsibility. HUL: Better products reach in interior 
villages and corporate social responsibility. SE: Income opportunity, 
increased awareness, access to urban markets. 
3. Hub and Spokes method 
In the rural areas. Coca cola has developed Hub and Spokes 
method of distribution. In this method, the manufacturer in the area 
appoints main distributors (Hub) in important markets. These 
distributors in turn appoint sub - distributors (spokes) to handle 
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smaller markets within the territory. The sub-distributor supplies to 
the retailer and these retailers finally deliver it to consumers. 
4. The Bicycle distribution model 
This model developed by MART, the specialist rural marketing 
and research agency Delhi, provides a sustainable business 
opportunity for educated village youth in the age group of 18- 35 
years. The selected candidates receive adequate training and are 
provided bicycle, inbuilt storage box, a colorful umbrella, T shirts and 
cap. 
The promoters buy the stocks of FMCG products from the 
authorized stockiest of the company and sells in interior villages shops 
and nearby haats. He is paid a monthly stipend of Rs. 1, 500/ - and 
also earn margin on selling the products. His total earning is about Rs. 
3000/- per month. The promoter is also equipped with public address 
system to communicate the message about products and attract 
audience to the bicycle stall. Companies like Colgate, Everyday have 
already tried this model with success. 
4.27.0rganized rural retailing 
Many companies are attempting to establish systems to procure 
agricultural produce of desired quality from farmers and offer 
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remunerative price for the produce. The consumer goods and 
agricultural produce are sold through retail outlets, cris-crossing this 
country .56 
4.27.1E- Choupal 
rrC has been trying to find a solution to an old problem for 
years. The company used to buy soyabean for export and it had 
sourced supplies from the local mandies. The created two problems -
one quality was not guaranteed and two since the supplies were 
sourced through middlemen, the company had no contact with 
growers-a crucial pre- condition for orders in many European 
countries. Direct contact with farmers was not possible as they lived 
in interior villages. The company looked for the solution information 
technology through a project called e- houpal, launched in 2000. 
e-choupal in Hindi means village meeting place. The project e-
choupal is a unique initiative for carrying out agricultural commodity 
trading in a number of locations. ITC has set up e- choupal which is an 
internet kiosk located in the house of an influential person in the 
village. The village official is appointed by the company and is know 
as Sanchalak. The Sanchalak acts as the interface between the framer 
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and the computer terminal. Full contents of the site are made available 
to registered sanchalaks only. 
The farmer brings a sample of his produce to e- choupal. The 
sanchalak inspects the produce and based on his assessment of the 
quality gives the farmer a condition quote. If the farmer choose to sell 
his crops to ITC, the sanchalak gives him a note containing his name, 
villages, particulars about quality test (foreign matter and moisture 
content) approximate quantity and conditional price. The farmer takes 
the note from sanchalak and proceeds with his crop to the nearest ITC 
procurement centre. At the ITC centre, the samples are tested by 
chemist. After inspection and weighing are completed, the farmer 
collects his payment in full at payment counter. The farmer is also 
reimbursed transportation cost. 
ITC has also incorporated a local commission agent known as 
Samyojak (collaboration) as the provider of logistics support. 
Samyojak handles labour at the centre, bagging, storage of the 
produce and transportation from purchase centre to processing centre. 
The previous days mandi closing price is used to determine the 
benchmark fair average quality price at e- choupal. This information 
and the previous day mandi prices are communicated to the 
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sanclakak through e- choupal portal. The commission agents at the 
mandi are responsible for entering daily mandi prices into the e-
choupal. 
Power availability in rural India is unreliable and the quality of 
power is sub-standard. As power supply is usually available for only a 
few hours a day, the computer caimot be accessed when information 
is needed. ITC has overcome this problem by providing battery based 
UPS back up. ITC has set up e- choupla in the villages which are 
within a radius of 15k.m. From town so that the technician can 
provide system support and maintenance of e-choupal. 
The total cost incurred on the initiative so far has been Rs. 50 
million and the benefit accrued is Rs.20 million through procurement 
of 60.000 tonnes of soyabean. 
Both ITC and the farmers make a neat saving by by-passing the 
middlemen in the manid. For instance, the farmer saves as much as 
Rs. 250 per tone on soyabean secaue he does not incur costs such as 
bagging, transportation, loading and unloading, to haul his goods to 
the mandi. The company, on the other hand, saves over Rs. 2000 a 
tonne by avoiding transporting the produce from the mandi to the 
company outlet even after reimbursing the farmer for transport, and 
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the sachalak, the local -level entrepreneur, also makes money by 
getting a 0.5% commission on the total transaction made through this 
kiosk. 
The kiosk can be used for reverse trading also- for companies to 
sell products and services needed by farmers directly and ITC is 
already putting together a strategy to leverage the infrastructure to 
market and distribute goods and services that farmers require. The 
facility will be available fro selling both ITC's products as well as 
those of other companies - of course, at a price. 
The Status of Execution: 
Launched in June 2000, 'e- Choupal' has already become the 
largest initiative among all internet - based inventions in rural India. 
'e-Choupal' services today reach out to more than 3, 50, 000 farmers 
growing a range of crops- soyabeans, coffee, wheat, rice, pulses, ad 
shrimp- in some 31, 000 villages through 6,000 kiosks across seven 
states (Madhya Pradesh, Maharashtra, Chattisgarh, Karnataka, 
Andhra Pradesh and Uttar Pradesh). The problems encountered 
while setting up and managing these 'e- Choupals' are primarily or 
infrastructural inadequacies, including power supply , telecom 
connectivity and bandwidth, apart from the challenge of imparting 
234 
skills the first time internet users in remote and inaccessible areas of 
rural India. This enthusiastic response from farmers has encouraged 
ITC to plan for the extension of the 'e-Choupal' initiative to 15 states 
across India by 2010. On the anvil are plans to canalize services related 
to micro-credit/ insurance, health and education through the same 'e-
Choupal= covering 1 lakh villagers, through 20, 000 'e- Choupals' 
4.27.Z Haryali Kisan Bazaar: 
Each complex spreads over two acres and caters to farmer's 
requirement such as agricultural inputs, sprayers, animal feed, farm 
implements and irrigation equipments. Further, an experienced 
agricultural graduate provides free advice to farmers on modem 
cultivation practices through personal interaction or through mobile. 
In all ten such bazaars are operating in North. 
Godrej Agrovet has launched rural retail outlets known as 
Godrej Aadhar in Maharashtra. The stores offer agricultural inputs, 
consumer goods, banking postal and pharmacy services. There are 30 
Aadhar Centres and each centre sevices 15- 25 villages. The Aadhar 
oulets have taken supermarket concept to rural areas. 
4.27.3 Reliance retailing is investing thousand of crores of rupees to 
se up retail network consisting for hyper markets. 
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Supermarkets,Discount stores, Food Stores Specialty stores over a 
period of thee years. It has rolled out "Reliance Fresh" stores to sell 
fresh fruits, vegetables and staples (such as wheat, atta, rice meat.) and 
is spread over 3,000- 5, 000 square feet. Most of the staples as are 
under its own private label brand i.e.. Reliance Select. The first retail 
outlet opened at Hyderabad is a poet of the pilot project which will 
enable the company to understand customer needs. 
"Reliance Fresh Plus" Stores will however be spread over 10, 000-
15,000sq.ft. And stock fruits, vegetables, staples, as well as apparel, 
consumer electronics, FMGC item and even medicines. Reliance's 
sourcing model is based on rural business hubs (RBHs). These RBHs 
will not only act as a nodal point for procurement of fresh produce but 
also offer technical service to farmer. 
Further, examples of distribution initiatives taken up by firms in 
LML has started targeting haats directly. They have a sales team 
in force, which parks their scooter at these events and invites villagers 
for a test ride.^^ 
HLL's distribution system already reaches as far as villagers 
with a population of 2, 000 or more people, covering nearly 70, 000 
villages with a distribution network of 4,000 stockist. This has been 
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achieved through a deep understanding of consumers' aspirations 
and by developing appropriate technologies and supply chain 
systems. HLL has also initiated Project Streamline in the year 1998 
through which it hopes to double its rural distribution, by reaching 
out even to villages with less than 1, 000 person .to overcome the 
constraints, HLL uses distribution channels from dealers, vans, 
bicycle boys, and boats to even bullock-carts.^s Kamath and Pande 
1999b; kumarl9996). Ibid 
Usha titemational limited proposes to increase its reach in 
town with population of less than 10, 000 persons through direct 
distributor as well as through controlled redistributors to increase the 
availability of its product in the hinterlands.59 (Edwin 1999). 
Over the years, Godrej- GE has built up a three-tier rural 
distribution structure. It has direct dealers who sell only to consumers, 
distributors show sell to consumes through their counters and smaller 
sub- dealers /retailers, The last category caters to very small markets. 
In fact, at least one Godrej -GE dealer outlet and service centre exists 
in a radius of 50 km for every rural consumer in India.^ 
'Project inteir, another project is aimed at connecting dealers 
and the company has undertaken various initiatives at distributor and 
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retailer levels. The company has initiated school dental health 
education programme. The "Hero No. 1" programme wherein the 
stockist and salesmen are motivated with recognition and reward for 
outstanding achievements and the 'Dil se' through which wholesalers 
are rewarded fro their loyalty and consistencies in marketing of 
company products. Colgate's main strength lies in its wide reach. It 
has direct distribution link to eight lakh retail outlets and its products 
are available in 2. 4 million outlets. The company derives about 35% 
of the turnover from rural machetes. 
Dabur has been using vans to service to retailers in smaller 
markets on a regular basis. 
Operation Streamline opened up a new distribution channel 
beyond the territories that were covered by HLL's 7500 - odd 
distributors. For the additional 30, 000 villages HLL wanted to reach, it 
created a super -stockiest -sub- stockiest structure. 
Reckitt's rural thrust is being built around a new approach: use 
the low cost super-stockiest channel, and to make viable, generate 
enough through put by creating the right products formats for these 
markets. 
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Marico launched a major initiative into rural markets 
appointing 2,400 sub-stockists from 1997-1999 
In the year, 1996, JK Dairy went into rural India with Whitener 
packaged in small 50 gms. sachets. Since JK Diary was peddling only a 
single product, it shard the expenses of a van with some three 
conipanies that were targeting rural markets.^^ 
Rasna Enterprises was relying totally on its wholesalers to push 
the product in the rural areas. From the year 2001, it has started going 
directly in order to get a feel of the market and promote the product. 
The President Raj Pinjani says, "it's remarkable the amount of 
goodwill a visit to the rural distribution network can generate. It 
builds enormous brand loyalty among the retailers who, in turn push 
sales to the consumer." The company is moving continuously in the 
initial stages, using the nine districts as a pilot study to calculate 
returns on marketing investment before it expand the effort to more 
districts. 
4.28. Characteristics of Rural Retailers 
Rural retailer is the connecting link between the consumer and 
the company and he plays a major role in distribution. Some of the 
characteristics of retailers are given below: 
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a. Shop Loyalty: In rural markets, loyalty to the shop is 
relatively high and therefore, the retailers are able to 
influence the buying decisions of consumers. 
b. Availability of product: The retailer visits the 
wholesaler/stockist once in a week/fortnight. In case, stock 
of one brand is not available, he may substitute with another 
brand. 
c. Credit facilities: The retailer extends credit to his customers 
and many rural people have running account with retailers. 
Many companies extend 7-30 days credit to rural retailers to 
persuade them to stock the products. 
d. Constraints: The retailer has to put up with a number of 
constraints such as low sales volumes, less retail space, 
power fluctuations, inadequate funds, seasonal demand and 
poor transportations facilities. If the marketers can arrange to 
deliver the products at his premises, he will save on travel 
time and transportation costs and will be motivated to buy 
and sell such products. 
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e. Display of Products: In rural shops the products are not 
displayed properly. Therefore, the marketers have to focus 
on display of products in village shops. 
f. Free gift offer: It has been observed that retailers to not pass 
on the gifts to consumers and the marketer have to create 
awareness among consumers for successful implementation 
of free gift scheme. 
g. Retail sale price: In rural markets the sales per retailer is low, 
the competition is less and the product is sold at MRP or 
above MRP. 
h. Seasonal demand: Normally, the retailers stock more 
varieties of products during harvesting period and festivals, 
since demand is high during this period. The marketers 
should come out with innovative schemes to promote the 
products during this period. 
4.29. Development of Retailers in Rural Market 
One of the important challenges faced by the marketer is the 
development of a chain of retailers in rural markets. The problems are 
non-availability of retailers and poor viability of retail outlets due to 
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low business volumes. The marketer could consider some of the 
existing retail outlets in rural areas. 
1. Cooperative societies: There are about 3 lakh cooperative 
societies operating in rural areas. Many of these societies 
distribute consumer good and low value consumer durables. 
2. Public distribution system: Essential commodities such as 
sugar, kerosene, edible oils are made available t the 
consumers at reasonable prices through fair price shops. 
Such shops are run by state civil supplies department, 
cooperatives or by private parties. There are about 3.80 lakh 
public distribution shops and marketers could explore the 
possibility of selling goods. 
3. Agricultural input dealers: There are about two lakh dealers 
selling fertilizers. Since the demand for fertilizers, seeds and 
pesticides is highly seasonal, many of these dealers deal in 
consumer goods also. The marketers could approach these 
dealers and find out the possibility of selling consumer 
products in rural areas. 
4. Potential Villages: It is seen that there are about two lakh 
villages having a population of less than 500 each and there 
242 
are hardly any shops in these villages. There are limited 
numbers of small shops in villages having population 
between 500-200 in this category. However, sales per outlet 
are low and it becomes uneconomical to service these shops. 
About 50% of the rural population lives in about one lakh 
villages with a population of + 2000 each. These villages are connected 
by roads and account for about 50% of the wealth generated in rural 
areas. Therefore, marketers of fast moving corisumer goods could look 
at villages having +2000 populations and try to cover retailers in these 
villages. 
Example: 
HUL is focusing on villages with more than 2,000 population 
and they are covering about 80,000 villages. Villages with less than 
2,000 population would be converted under Project Shakti Scheme. 
5. Feeder Markets/Mandis : The rural consumer visits nearby 
towns for selling agricultural produce and buying consumer durables. 
6. Post Offices and Bank Branches : there are 1,40,000 post offices in 
rural and semi-urban areas and there are 32,000 bank branches. 
Marketers could consider using their services for promoting insurance 
policies and other financial services. 
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Some instated examples of rural specific irmovative logistics 
strategies: 
4.30.Company owned delivery vans: The van may be owned by the 
company or by wholesaler. The delivery van takes the product to the 
retail shops in villages. The distributor's sales person travels in the 
van and he delivers the stocks to the retailer and collects the money 
too. For example 
Bharat petroleum has introduced rural marketing vehicle 
(RMV) way back in 1999 in Punjab. The vehicle moves from village to 
village and fills LPG cylinders on the spot to rural customers. 
2. Hired Vans : In this case, the wholesaler uses a hired vehicle to 
cover the retailers in villages. Normally, the cost of operation of the 
hired vehicle is shared between the wholesaler and the company. For 
example HUL distributors use hired vehicles to reach the rural 
retailers 
3. Bullock card or camels are used for covering remote villages 
with no motorable road. Boats are also used to cover villages 
that are not connected by road. Examples Villages in certain 
parts of Kerala, A. P. and West Bengal. 
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4. Mobile traders: Known s Pheriwaalas, are able to service 
interior markets which conventional distribution channels do 
not touch. They are also able to reach rural households 
especially women who do not leave their homes. They move 
from house to house on bicycle or on foot, selling a variety of 
goods like bangles, artificial jewelry, perfumes, tooth 
powder, face cream, vessels, clothes etc. These traders have 
been calling on the same home for years and their association 
with rural customers is a good example for relationship 
marketing. 
5. Syndicate distribution: There are cases wherein companies 
do not have adequate distribution set up to service the rural 
markets. In this case, the firms/distributors selling non-
competitive consumer goods come together and to service 
the rural retailers. For example Proctor and Gamble using 
the distribution network of Marico to see Ariel, Tide etc and 
Gavin Kare used the distribution network of Amrutanjan 
company for Ghic shampoo. 
6. Satellite distribution: We have usually a group of villages 
around a town which is a regular trading centre, enjoying fair 
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infrastructural facilities. The villages are satellites dependent on the 
town nearest to them, the feeder town plays the role of distribution as 
well as collection centre. The farmers sell their farm produce to the 
town trades and expect to fulfill their needs of consumer products 
form the town market through the village shops. 
In this system, the company appoints stockiest in important 
towns. These stockiest are responsible for placing orders with the 
company, receiving the stocks sorting of stocks and supply the goods 
in small lots to the retailers and merchants situated in rural days credit 
by the company. Over a period of time along with increase in 
business, some of the good retailers will be elevated as stockiest. 
Therefore, many retailers hover around a particular stockiest. The 
advantage of this system is, it enables the organization to penetrate 
interior markets. For example HUL, Nestle, Marico have appointed 
stockiest to service the village merchants and the merchants are met at 
fortnightly/monthly intervals through van operations. 
7. Haats : Traditionally on certain days of the week, both the seller 
and buyers meet in the village to buy and sell goods and services. 
These are the haata that are being held regularly in all rural areas. In 
the haats a variety of products are sold. Example : Agricultural 
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products (40%), manufactured products (25%) and balance forests 
produce, handlooms, processed foods, dress materials, meat etc By 
participating in hatts, the company can not only promote the products 
but also understand the shared values, beliefs and perceptions of rural 
consumers that influence buying behaviour. Out of about 40,000 
Haats, about 5,000 Haats are held in +5,000 population villages and 
another 10,000 haats in villages population between 2,000-5,000. Each 
large haat covers about 20 villages and by making products available 
in these haats, the company can cover about 50% of the rural 
population. 
8. The Meals: Meals are of different types i.e., commodity fairs, 
cattle fairs and religious fairs and may be held only for a day or may 
extend over a week. Many companies have come out with creative 
ideas for participating in such meals. For example Companies like 
HUL, Colgate, and Britannia promote their product through meals. 
Conclusion: 
Differential development of infrastructure, divergent geo-
climatic conditions, and variations in locational density of village 
settlements preclude the application of a uniform distribution 
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approach across rural markets. Pockets of similarity need to be 
identified and strategies determined in consonance with individual 
pockets. Further refinements would be necessitated by local 
conditions and unique improvisations" .^ 2 
A rural marketer can initially go in for indirect distribution and 
multi-channel marketing (i.e., using two or more marketing channels 
to reach the customer) to ensure an effective reach into the hinterland. 
But in the long run he should try to reach the customer directly 
through the shortest path to get an advantage over his competitors. 
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Chapter - 5 
Summary and Conclusion 
Chapter - 5 
Summary and Conclusion 
Our study on problems of rural-marketing in FMCG sector in 
India, indicate that there is mainly two categories of risks involved in 
rural marketing. 
Pure risks and Entrepreneurial risks. The risk of the latter 
category is commonly experienced by the producers-cum-trades of 
marginal, small and medium capital business firms located in the rural 
and urban areas. The entrepreneurial risk includes the factors vs^ ithin 
the control of business like change in product design, advertisement 
trends and levels of consumer preference for the product. Such risks can 
not be guarded against the insurance cover. The pure risk is the 
situation emerging largely forms the natural causes which are 
uncontrollable. Such risks can be protected by insuring the estimated 
income form the business or the overall enterprise. The best example 
than can be cited in this regard is the insurance of the crops against 
natural calamities. 
Let us examine the types of entrepreneurial risks in the business 
environment. They are: 
introduction of new product or service in the market; 
professional mistake in decision making; 
collaborations of firms, merger or take over; 
adoption of new technology and cost escalation; 
organizational change, and 
cost suiting experiments to promote the product market 
The new products launched pilotly in the market possess the risk 
of consumer acceptance in its physical and monitory forms. The 
professional mistake is often sighted by the entrepreneur in the pre-
mature stage of the business when it reaches the break even point. The 
mistake is largely felt in wrong selection of the product, lack of 
availability of the service for the product, price structure, distribution 
planning and the negligence of the existing competitive environment. 
Such mistakes lead the entrepreneurs to collaborate with other firms 
stronger them or takeover the lower turnover firn\s to revamp the zest 
of business and profit targets. Sometime, the new marketing technology 
resulted in brand switching approach, attracts the ambitious 
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entrepreneurs escalating the cost of production ultimately pushing up 
the prices of the product at the need user. 
It is necessary to understand that the risk element in business is 
not always obvious as it is related with the end user of the product or 
services. It emerges as an emotional reaction than an objective approach 
to revive the opportunity cost that has lost. However, in the firms 
catering to the rural and urban areas many risk situations are created by 
the lack of technical, professional and managerial skills. 
Measuring the Risk: 
By the large risk is a behavioral factor. Though it can be measured 
in terms of money, considerable human factor is involved in the form of 
'hunch'. It carries considerable value when combined with statistical 
values. Theoretically, the following techniques are used to analyze the 
risk in business: 
standard deviation analysis; 
probability; 
simulation and model building; 
liner programming; 
queuing theory; 
255 
• exponential forecasting and 
• decision free analysis 
However, the real life situation is somewhat different. The 
collective decisioris and logistics on the qualitative parameters often 
lead to prolific results to avoid risk in business. More reliable method of 
risk assessment involves the use of judgment and the combined wisdom 
of experienced people - taking full account of the available information. 
This method is known as 'Brainstorming' which make use of 
accumulated wisdom and experience of a homogeneous group of 
people. This method explores: 
• What can go wrong in the business? 
• How will the market react to the strategy and 
• What will be the reaction of the end users on the product? 
It is essential that the problems to be solved must be clearly stated 
and understood before any sensible decision can be made using the 
judgment based technique alike the discussed 'Brainstorming' method. 
The insurance companies which are most concerned with risk 
assessment largely depend on the judgment based techniques on the 
qualitative parameters. 
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Future Threats 
Conceptually marketing is a function of demand and supply, for 
the products produced in a given space and time. It has different areas 
specific, product specific and socio-cultural characteristics, which 
determine the products standing in the market. These factors, by and 
large given the trade practice in the market held in a particular region. 
However, this may change time and again according to the buyer's and 
seller's perception towards the marketing efficiency. The rural 
entrepreneurs, who are the basic supplies of raw materials to some of 
the farm and non-farm industries, largely transact in rural markets with 
small quantities of marketable surplus. They could earn a small margin 
of profit which covers their subsistence needs. Such economic 
conditions, limit the extent of capital investment though it may be 
potentially profitable to invest more. However, at the same time the 
business ventures are more risky. This is one of the consequences of the 
area specific characteristic of the market. Likewise, product specific 
market conditions reflect highly favorable opportunities for maximum 
sales realization when the buyers are elite and the sellers have more 
prolific ways of communicating the product. Besides, the branding and 
package of the product is also important in marketing and this can be 
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popularized though communication approaches.^In modem marketing 
system, the Approachability, Accessibility, and Adaptability constitute 
the core strategy for product marketing.^ 
The 3A' determine efficiency of product marketing, irrespective 
of areas specifications - rural or urban. The urban markets, largely in 
private and corporate sectors have been fast developing ever since the 
marketing commurucation devises emerged in the trade-world. A part 
from strong conununication approaches; the product markets are 
capital oriented and can withstand short run cmd casual market risks. 
The use of selling method by price mechanism has been another 
important aspect of penetrating the products into the competitive 
markets. The urban markets, with such, manifold characteristics, which 
are organized to a large extent, impose social and economic threats to 
the rural unorganized market. Of these, the major threat is of the 
product sale ability in urban market environment. The threats to the 
rural products markets are also their viability and sustainability. The 
Table exhibits the broad areas of threats to rural markets and concerned 
issues that effect thereby. 
The rural markets are conventional and in developing economic 
conditions, which concentrated around marketing and product 
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movement, face many threats. In fact a rural market is an assortment of 
different variables within the subsistence economic system from the 
point of view of grower seller.-"* They are not capital oriented and unable 
to shift their product designs at par with the urban markets. 
Table: 5.1. Broad Areas of Market threats with Reference to Rural 
Products 
Areas of Market Threat 
Psycho-Social 
Inclination towards 
popular brands 
Three A's 
consideration 
Higher Consumer 
Awareness 
Impact of 
advertisement 
Product 
Non-conventional 
Mechanical 
Financing of products 
New Design & 
Durability 
Limited resources 
Lack of skills and 
entrepreneurship 
Marketing 
Dumping 
effect 
Branding and 
Packaging 
Pricing 
techniques 
Systematic 
product 
- Well knitted 
-Operation 
strategy 
Economic 
Low profit 
Sustainability 
Unprotected 
market 
Infect the fashion advertisement (Fads) have the dominant role in 
stimulating buyer's perceptions and selling their brand in competitive 
markets. Such stimuli's are of short span and create a lot of demand 
shifts in the product market. The rural markets thus may have a greater 
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threat of Fads in selling their products even in their hinterland. It is an 
effective instrument in creating consumer av^areness. 
Impact of FAds 
hi management terms the fashion advertisements are called 
FAds. Advertisement^ is an effective tool of communication, 
particularly in rendering the market awareness. Advertising a product, 
helps to mobilize the information on its utility and adoptability among 
the consumers. The impact on buyer's perception for the advertised 
product is deep rooted and develops inclination towards the same. 
However, the intensity of the buyer's inclination depends upon the 
frequency of communication and the type of media. It is observed that 
the impression on product buying lasts long if the communication is 
brought out in periodic intervals. The impact of short-run 
advertisement may be seen, provided the communication is withdrawn 
in short time with high frequency. Thus, for an effective and long run 
business plan, the advertisements of products should be representative 
and periodical. The short-run impacts are noticed in the situation of 
changing fashion or buyers' perceptions towards a product. There are 
some products particularly conspicuous ones, which attract a particular 
segment of consumers in short announcement, like, textiles. 
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automobiles etc. which are absolutely fashion prone. Such products' 
sales realization will be more for a short-while and recede quickly. 
However, there are other products which need periodical 
announcement to withstand the market competition and keep intact the 
consumer's taste. The products of regular use like washing powders, 
soaps, food products etc. for which there is a neck competition, an 
effective and frequent communication network is required.^ By and 
large such characteristics are noticed among the products of private 
sector. In rural areas the product communication skill and approach is 
lagging among rural products and sellers. Secondly, there are financial 
constraints for issuing frequent advertisements in the market. Finally, 
the products produced in rural areas are of traditional nature and need 
perceptional changes among buyers which is a difficult task. It needs 
storing communication system, s the rural industries product are much 
unaware of such measure. 
The FAds coming form private and corporate sector have 
considerable ir\fluencing background. To assist in reviewing this 
background and placing the product in market, there are two acronyms: 
PEST and SWOT. The initial letters for PEST represent four areas with 
direct implications on product, area and clientele. They are political 
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economical, sociological and technological background for influencing 
through FAds. The political decisions have immediate business 
implications. The economic and sociological aspects, of course, overlap 
with the political decisions. However, the FAds backed with 
technological merits of the product have larger acceptability among 
consumers as compared to the other backgrounds. 
SWOT is another well known marketing analysis which has equal 
application on advertisement and its impact on the clientele. The 
analysis is made, bearing in mind many factors with reference to PEST 
and likely future trends. The FAds present, strength of their product 
advancement, and threats facing in absence of their propose products 
viz. threats may be economical, personal, health etc. Thus the SWOT 
analysis in FAds stands for strength, weakness, opportunity and 
threats. The FAds extensively and intensively use these two 
backgrounds for making the marketing communication more effective 
and acceptable. Such methods are not adopted by the rural 
entrepreneurs to sell their product. It is one of the reasons, they are 
facing the market threat from the private and corporate sector. 
262 
Market Planning 
Marketing in rural areas is a complex phenomenon. It has a 
greater bias towards the social and behavioral aspects rather than 
business economics.^The various factors affecting the dimension of rural 
marketing have been discussed in the previous chapters. An effective 
marketing system is one of the major determinants for generating better 
income levels in rural areas. Since of the entrepreneurs are also sellers 
of their products in rural markets, an improved market conditions will 
have a direct bearing on their income level and so also on the socio-
economic conditions. 
The product-market planning need to be done in a phased 
manner Initially an extensive survey of available infrastructure, 
commodities produced, consumer behaviour towards the existing 
product, technology, resource and product distribution pattern would 
be a helpful tool of device an appropriate marketing system. In 
improving the marketing conditions of REFs, state has to play an 
important role till they overcome the organizational and financial 
conflicts of embryonic stage. However, in this process it is expected that 
the role of state should be sympathetic towards the entrepreneur's 
marketing economy but need to make it dependent on state. This may 
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lead to many behavioral problems in long run from the entrepreneurs' 
point of view. The first and foremost requirement in planning product 
marketing system in rural areas is to develop a non-conventional 
technology for product marketing.' This may be developed in the areas 
of product packaging, branding, market communication through FAds, 
and distribution planning. 
The State patronage is necessary for the break through of such 
technology in rural areas. However, the most important aspect that has 
to be kept in view is the accessibility, approachability and adoptability 
of the technology in rural entrepreneurial conditions. In this regard, 
there is a need for generating extensive social awareness and attitude 
towards development in a competitive economy. 
Behavioral Dimensions in Change Management 
The dynamism in the development environment is reflected in 
demand led planning, participatory designs, administrative 
responsiveness and effective communication. However, the innovative 
changes in development practices involve high risk in terms of goal 
realization and the social acceptance in the long term. The innovations 
in the rural development planning which are the change agents 
constitute reformation of the traditional or existing methods or 
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introduction of the new approaches altogether for delivering the social 
goods and services in the existing multi-agency organizational network. 
By and large, implementation of such innovative rural development 
plans is a complex process, which requires the use of knowledge in 
order to generate common interest in adoption of an innovative 
implementation process through the existing administrative set-up. The 
grass-roots level functionaries being less exposed to the economic 
development ethic possess more reluctance towards change in the 
prevailing practices and thus, may show less significant impact initially 
on the overall outcome. However, it is essential to evolve an 
appropriate diffusion process to promote the demand led rural 
development planning process and the strategies of implementation 
thereof.'' 
The Behavioural Cycle 
The process of innovation in a society passes through various 
stages and seldom takes place at a given spatial framework. However, it 
is participated by the different persons and organizations. The model of 
innovative development process in a social context is illustrated in 
Diagram. The long-run acceptance of such change in rural areas leads to 
adoption of the change. However, to achieve this objective it is essential 
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to have homogeneous diffusion of alternative planning process (APP) in 
rural areas to create effective development and change. 
New Idea 
Spatial & 
Temporal 
Changes 
Pre-
conception 
Stage 
* Traditional 
Planning 
* Resource 
Limitations 
* Need for 
Change 
Adoption of 
Innovation 
Alternative 
Plarming 
Process 
Conceptualization 
Social 
Acceptance 
Post-Implementat 
Impact 
Application 
Performance 
ion 
* Diffusion 
* Critical Tests 
New Applications 
However, the theory of diffusion and adoption of APP has to be 
conceptualized with reference to some assumptions. It may be kept in 
view while considering the concept of diffusion and adoption of APP 
for rural development that these issues also possess the linkages with 
the local demand for employment, income and marketing through the 
existing development agencies. 
266 
1. The beneficiaries have low capital, investment, production and 
marketing fiance syndrome which make them more risk 
averse if the changes in the planning process is made without 
the social consent, 
2. The adoption of APP is largely subject to the effective training 
at the grass roots level imparted to the functionaries; 
3. The experimentation of APP need analytical insight to assess 
the local demand and 
Adoption Analysis 
The behavioral dimensions influence the decision making on 
various functional issues in rural firms to a large extent. The aspects 
related to knowledge, attitude, and practice (KAP) constitute the core 
behavioral determinants which have major role in the adoption process 
of ATs. Table exhibits the major knowledge types required for diffusion 
and adoption of APP in rural development planning to improve the 
overall status. It can be seen from the Table that knowledge on all the 
indicators exists with the intermediate level functionaries comprising 
block and district level administration (IF) but they lack in logistic 
support and a common exposure which need to be driven from the top 
level functionaries (TF). However, there is a need for comprehensive 
267 
diffusion of APP horizontally and vertically in the available with the 
lower level of functionaries; the awareness about the process of 
planning is almost absent. The knowledge about the planning and 
implementation process of rural development programems is 
conventional among LPs and needs induction of an alternative planning 
process matchable to the socio-economic conditions thereof. Since the 
LPs and IPs largely function in isolation the scientific knowledge of 
development mix and its application is also essential after the attitude 
building towards the adoption of APP. 
Table 5.2: Diffusion of Knowledge in Change Adoption Process^ 
S.No. 
1 
2. 
3. 
4. 
Knowledge 
Type 
Target oriented planning 
know-how 
Demand led planning 
Knowledge attitude and 
development mix 
Innovation management 
Availability 
LF/IF 
TF 
IF/TF 
IF 
Status 
IF 
CN 
-
IE 
RA 
TF 
IE 
IE 
LS 
-
Requirement 
APP 
CE 
CE 
APP 
LF = Local level functionaries, IF = Intermediate functionaries Block/Dist. 
TF=Top level functionaries, IE = Innovative exposure, CN=ConventionaI, 
APP = Alternative Planning process, CE=Common exposure, LS = Logistic 
support, RA=Risk averse 
* Explains plan formulation, implementation, monitoring and evaluation 
The institutional support is therefore, a pre-requisite for the 
adoption of the APP in rural development optimum results. The 
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planning process know-how not only refers to technical and managerial 
skills required for adoption but also need the under-standing on the 
demand led perspectives on development in rural areas. The 
penetrations of the knowledge on the above issues will synthesis the 
KAP behavior and its magnitude in the rural development 
administration in the vertical or horizontal direction. 
The vertical diffusion order (VDO) refers to the diffusion of APP 
approach in all the levels of functionaries in ascending order e.g. TF-IF-
LF. The diffusion of APP approach follows similar path in horizontal 
diffusion order (HDO) while the intra regional diffusion in rural areas 
i.e. Village 1 —Village 2—Village 3. The local level functionaries and the 
beneficiaries of rural development programme play catalytic role in 
FIDO for alternative planning. 
The available knowledge, requirements and the gap therein 
develop further components 'attitude' and 'practice' towards adoption 
of diffused technology. The development of attitude is a process which 
includes many goal oriented perceptions on the production and 
marketing technology over a period of time. The motivational factors in 
developing the attitude and practice to lead a phenomenal change may 
be termed a 'drive' stands significantly in this context. The Diagram 
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exhibits the association between the attitude and practice in technology 
extension. It is a process ad faces many social and economic 
interventions. The traditional and cultural patterns, lack of economic 
efficiency, lack of achievement motivation, external locus of market 
control and a sub-culture of poverty have over ridden the development 
concerns to accept the change in practice in rural areas. Thus there is a 
need for developing more concern towards the alternative planning 
process at the local level functionaries to generate logistic development 
base at the grass roots.^ 
Jn summary the study aims at bringing about a holistic 
understanding of the rural markets. It provides an in-depth analysis of 
the rural environment, the problems that a marketer faces while 
operating in rural market, rural consun\er behavior and the relevant 
marketing mix. This study provides a ready source of reference for 
practitioners who are targeting the rural areas and academicians. 
It is clear form the study that rural markets are not mere 
extensions of the urban markets. They operate in a different and unique 
environment. It is imperative for a marketer to gain useful insight into 
the values, attitudes and motivations of rural consumers. "The notion 
that rural consumers are irrational, price-conscious and that their 
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impulses can be easily manipulated is absolutely wrong," says Pradeep 
Lokhande. 
The problem is that many companies have rushed to create the 
impulse to purchase, but failed to create knowledge about their brands 
and value propositions.^^ "It is a long-term strategy irutiative that must 
be backed by plenty of mind-power sensitivity and integrity," says 
Harish Bijoor" This will help them satisfy the rural consumer through 
application of an appropriate marketing mix. 
For effective segmentation, a marketer should divide the rural 
population into two categories-dependent on land and rest of the 
people (salaried class etc.). 
For the first category, segments could be formed on the basis of 
five factors - land holding, quality of land, type of irrigation, 
productivity, and crop mix and money realization. For the second 
category, urban segmentation approach could work reasonably 
satisfactorily. (Chaterjee 2000). 12 
Product planning is very important to enter into rural markets. 
The unique consumption patterns, tastes and need of the rural 
consumers should be analyzed at the product planning stage so that 
they match the needs of the rural people in terms of product design, 
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colour and size.^^ JY^Q penetration level of the products in the rural 
markets has an important role to play in determining market growth by 
increasing the penetration level.^ ^ However, marketers should refrain 
from designing goods for the urban markets and subsequently pushing 
them in the rural areas. Companies that display self-governance in 
selling the right kind of products in rural markets are the ones who will 
benefit from it in the long run. 
Price plays a very important role in rural marketing. The niral 
consumers look for value. They are ready to pay more for the products 
that are backed by strong brand values and correspond to their own 
aspirations and quality needs. As far as possible, marketers should 
closely coordinate their product and price decisions to offer maximum 
value to the rural consumers. 
The strategies for distribution should take into account the 
purchasing habits of rural people to make the products available at 
appropriate locations. The vast and diverse rural market calls for multi-
tiered distribution network and efficient logistics.^5 jt js advisable for 
marketers to include periodic markets - haats or shandies - their 
distribution network. The marketers should also explore the 
possibilities of including existing rural distribution channels like mobile 
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vendors as these channels enjoy a high degree of trust among the rural 
corisumers. The companies need to re-look at supply chain efficiencies, 
the distributor network and service back-ups.'^ 
For communicating with the rural consumer, the marketers 
should remember the message is related to consumer behavior whereas 
media is related to accessibility. Therefore, the focus should be on to 
design relevant messages keeping in mind the rural psyche and using 
unconventional media for instance, folk culture, rural sports, meals etc., 
that are an integral part of life of the rural consumers. Using such media 
is important, as these media are primarily perceived to be a source of 
entertainment. It ranks second as a source of information and 
education. (Narang et. Al 2000).i7 
Rural markets are thus distinct and make unique demand on how 
the product is designed and how the brand is positioned, distributed 
and promoted. "Innovation will be key to rural marketing in the future 
and only those companies who manage to connect on a personal basis 
with villagers and give them something new, will be able to make an 
impact in these markets," says Pradeep Lokhande (Menon 1998).^ ^ Xo 
ensure this, a marketer should undertake marketing research activity 
wherever possible. It is advisable to study rural consumers in their own 
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environment by using collective participation techniques and more 
pictorial research tools. 
The rural markets thus present a new challenge and a new 
paradigm. "It is a market waiting to be understood, to be understood 
with humility", says Harish Bijoor (Reddy 1999a).i9 In the long run, 
marketers must look at rural markets not only as a source of gain but 
also as a social development process. 
This is an exploratory study and lacks empirical investigation of 
issues relating to consumer behavior and rural marketing practices. In 
order to fill this gap, empirical studies can be undertaken in the 
following areas. 
1. Rural Consumer Behavior: the factors responsible for 
differences in behavior between rural and urban consumers. 
2. Marketing Research: the effectiveness of existing research 
tools and evolving rural-specific research tools and 
techniques. 
3. Market Segmentation: the way rural markets should be 
segmented to get minimum possible segments with maximum 
degree of homogeneity. 
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4. Marketing-mix: the manner in which marketing-mix should be 
designed to ensure maximum customer satisfaction. 
The above areas could be the prospective areas of research on 
rural marketing systems and process. 
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Appendix 
Table 1 
State-wise Town Distribution 
IndiV 
Statqii' 
Union Territory* 
India 
Jcunmu & Kashmir 
Himachal Pradesh 
Punjab 
Chandigarh • 
Ultaranchai 
Harvana 
Delhi' 
Rajasthan 
Uttar Pradesh 
Bihar 
Sikkim 
Arunachal Pradesh 
Nagaland 
Manipur 
Mizoram 
Tripura 
Meghalaya 
Assam 
West Bengal 
Jharkhand 
Orissa 
Chhatisgarh 
Madhya Pradesh 
Gujarat 
Daman & Diu' 
Dadra & Naoar Haveli • 
Maharashtra 
Andhra Pradesh 
Kamataka 
Goa 
Lakshadweep • 
Kerala 
Tamil Nadu 
Pondicherry • 
Andaman & Nicobar Is, 
No. of 
Towns 
5161 
75 
57 
157 
1 
86 
106 
62 
222 
704 
130 
9 
17 
9 
33 
22 
23 
16 
125 
375 
152 
138 
97 
394 
242 
2 
2 
378 
210 
270 
44 
3 
159 
832 
6 
3 
Urban 
Population 
285354954 
2505309 
594881 
8245566 
808796 
2170245 
6114139 
12819761 
13205444 
34512629 
8679200 
60005 
222688 
352821 
570410 
441040 
543094 
452612 
3389413 
22486481 
5986697 
5496318 
4175329 
16102590 
18889377 
57319 
50456 
41019734 
20503597 
17919858 
668869 
26948 
8267135 
27241553 
648233 
116407 
Average 
Population 
Per Town 
55291 
33404 
10437 
52520 
808796 
25235 
57631 
206770 
59484 
49024 
66763 
6667 
13099 
39202 
17285 
20047 
23613 
28288 
27115 
59964 
39386 
39828 
43045 
40870 
78097 
28660 
25228 
108518 
97636 
66370 
15202 
8983 
51995 
32742 
108039 
38802 
No. of 
Districts 
593 
14 
12 
17 
1 
13 
19 
9 
32 
70 
37 
4 
13 
8 
9 
8 
4 
7 
23 
18 
18 
30 
16 
45 
25 
2 
1 
35 
23 
27 
2 
1 
14 
14 
4 
2 
Source : Compiled from census, 2001 
Table 2 
Data on Rural Infrastructure 
Types of Houses 
Indi^Stat^Union Territory* 
INDIA 
Jammu & Kashmir 
Himachal Pradesh 
Punjab 
Chandigarh • 
Ultaranchal 
Harvana 
Delhi' 
Rajas than 
Uttar Pradesh 
Bihar 
Sikkim 
Aruiiachal Pradesh 
NaGaland 
Manipur 
Mizoram 
Tripura 
Meghalaya 
Assam 
West BenGal 
Jharkhand 
Orissa 
Chhatisoarh 
Madhya Pradesh 
Guiarat 
Daman & Diu' 
Dadra & Naoar Haveii 
Maharashtra 
Andhra Pradesh 
Kamataka 
Goa 
Lakshadweep • 
Kerala 
Tamil Nadu 
Pondicherry • 
Andaman & Nicobar Is, 
Total No. of 
rural census 
houses 
135,051,268 
1,081,087 
1,087,582 
2,729,932 
20,477 
1,179,967 
2,434,455 
164,114 
7,061,896 
20,255,619 
12,070,701 
90,494 
157,659 
261,093 
293,284 
78376 
528,603 
324,544 
4,156,610 
11,028398 
3,742,441 
6,493,196 
3,269,926 
8,030,661 
5352,453 
21,606 
31,988 
10,843,777 
12,348,134 
6,568320 
136,667 
5,291 
4,900,050 
8,181,778 
70,766 
49,323 
Type of rural census houses 
(%) 
41 
44 
62 
83 
89 
85 
58 
92 
57 
46 
37 
32 
14 
9 
5 
32 
4 
15 
14 
25 
19 
22 
17 
31 
50 
91 
34 
40 
47 
43 
61 
94 
65 
47 
37 
19 
36 
40 
35 
10 
9 
7 
35 
6 
26 
29 
27 
50 
15 
52 
52 
30 
45 
37 
30 
45 
67 
26 
80 
66 
42 
8 
63 
48 
24 
45 
37 
4 
24 
20 
20 
38 
23 
15 
3 
6 
3 
8 
7 
3 
17 
25 
37 
18 
71 
38 
43 
38 
51 
49 
56 
30 
14 
52 
3 
3 
7 
1 
3 
12 
29 
12 
2 
3 
11 
32 
43 
43 
Source: Compiled from census, 2001 
Table 3 
Rural Household Assets 
India /Sta te / Union 
Territory* 
INDIA 
Jammu & Kashmir 
Himachal Pradesh 
Punjab 
Chandioarh • 
Uttaranchal 
Haryana 
Delhi 
Raiasthan 
Uttar Pradesh 
Bihar 
Sikkim 
Arunachal Pradesh 
Naoaland 
Manipur 
Mizoram 
Trioura 
Meghalaya 
Assam 
West Bengal 
Jharkhand 
Orissa 
Chhalisgarh 
Madhya Pradesh 
Guiarat 
Daman & Diu' 
Availa 
13 ki 
oS 
6 
Z 
138,271,559 
1,161357 
1,097,520 
2,775,462 
21,302 
1,196,157 
2,454,463 
169,528 
7,156,703 
20,590,074 
12,660,007 
91,723 
164,501 
265,334 
296,354 
79,362 
539,680 
329,678 
4,220,173 
11,161,870 
3,802,412 
6,782,879 
3359,078 
8,124,795 
5,885,961 
22,091 
bo.y 
.S > 
30 
30 
57 
46 
50 
56 
42 
47 
24 
42 
19 
25 
29 
12 
6 
16 
21 
13 
15 
28 
21 
20 
19 
21 
30 
33 
bility of Assets (% of HIH) 
•r o 
44 
75 
94 
89 
97 
50 
79 
86 
44 
20 
5 
75 
45 
57 
53 
44 
32 
30 
17 
20 
10 
19 
46 
62 
72 
97 
o 
•3 
O 
'35 
c 
H 
32 
62 
47 
38 
44 
51 
39 
47 
32 
38 
26 
35 
36 
30 
38 
32 
26 
29 
29 
37 
24 
21 
22 
17 
25 
32 
c 
_o 
'!« 
• > 
Si 
H 
19 
29 
50 
61 
59 
32 
44 
69 
17 
16 
6 
25 
16 
11 
17 
6 
15 
11 
12 
13 
7 
9 
13 
17 
22 
38 
c 
o 
X 
a 
H 
3.8 
2.3 
13. 
9 
11. 
9 
7.9 
4.4 
6.2 
19. 
7 
3.5 
2.4 
1.0 
9.2 
4.1 
2.4 
2.9 
3.5 
2.1 
1.6 
1.9 
1.8 
0.9 
1.6 
1.0 
1.9 
5.5 
7.1 
U 
CO 
43 
9 
9 
74 
78 
26 
46 
49 
32 
71 
40 
0 
16 
8 
32 
2 
28 
12 
47 
54 
49 
49 
58 
38 
29 
35 
l - c 
2 
o 
o 
o 
6.7 
3.9 
62 
27.0 
21.5 
6.2 
13.2 
20.7 
7.3 
6.7 
2.4 
1.4 
4.4 
20 
7.0 
2.5 
2.0 
1.5 
3.3 
3.1 
4.0 
4.5 
5.9 
6.0 
11.8 
19.4 
c 
> 
1.3 
1.5 
1.8 
3.7 
18 
1.3 
2.4 
7.3 
1.7 
15 
0.7 
1.5 
1.4 
2.4 
2.0 
1.1 
0.8 
1.3 
1.2 
1.2 
0.6 
0.6 
0.6 
0.9 
1.8 
3.0 
III 
Dadra & Nagar 
Haveli' 
Maharashtra 
Andhra Pradesh 
Kamataka 
Goa 
Lakshadweep • 
Kerala 
Tamil Nadu 
Pondicherry • 
Andaman & Nicobar Is 
32,783 
10,993,623 
12,676,218 
6,675,173 
140,755 
5,351 
4,942,550 
8,274,790 
72,199 
49,653 
23 
39 
30 
35 
69 
48 
66 
71 
81 
68 
83 
65 
60 
72 
92 
100 
59 
39 
34 
49 
29 
27 
18 
42 
54 
69 
32 
24 
39 
41 
17 
25 
21 
21 
56 
26 
15.7 
5.1 
9.2 
13.2 
3.3 
4.4 
3.9 
5.7 
21. 
7 
59. 
9 
16 
40 
50 
29 
25 
28 
30 
28 
31 
83 
7.4 
10. 
7 
14. 
5 
9.8 
8.9 
8.0 
5.1 
7.3 
33.2 
18.7 
2.9 
1.1 
1.4 
1.1 
2.3 
1.6 
0.5 
1.4 
6.8 
0.4 
2.9 
1.1 
1.4 
2.1 
Source: Compiled from census, 2001 
IV 
Table 4 
Household Facilities 
States/UTs 
Andhra Pradesh 
Arunachal Pradesh 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamii Nadu 
Tripura 
Uttar Pradesh 
West Bengal 
Andaman & Nicobar 
Is. 
Chandigam 
Dadra & Nagar 
Haveli 
Daman & Diu 
Delhi 
Lakshadweep 
Pondicherry 
All India 
Toilet Facility (%) 
1991 
Rural 
6.6 
42.6 
30.5 
5 
30 
11.2 
6.5 
6.4 
-
6.9 
44.1 
3.6 
6.6 
33 
18.1 
58.4 
26.9 
.3.6 
15.8 
6.7 
30.3 
7.2 
62.4 
6.4 
12.3 
26.3 
3.1 
10.6 
8.4 
29.6 
78.9 
11.9 
9.5 
Urban 
54.6 
75.1 
86.1 
56.5 
55.8 
65.7 
64.3 
60 
-
62.5 
72.7 
53 
64.5 
70.2 
85.7 
84.4 
75.1 
49.3 
73.2 
62.3 
n.i 
57.5 
96.3 
66.5 
78.8 
65.7 
79.8 
65.1 
45.8 
66.6 
64.7 
50 
63.9 
1991 
Combin 
ed 
35.1 
85.8 
6.4 
58.1 
13.9 
66.7 
60 
43.2 
9.6 
90.1 
73.1 
7.9 
64.1 
12.4 
26.6 
80 
4.3 
9.5 
66.7 
65.4 
52.8 
37.1 
46.7 
33.2 
50.2 
85.6 
100 
95 
-
72.6 
37.8 
76.1 
49.3 
Electricity 
Connection ("/o) 
1991 
Rural 
37.5 
33.9 
12.4 
5.6 
81.8 
58.4 
63.2 
85.9 
-
43.8 
42 
34.5 
53.5 
41.7 
16.3 
35.5 
47.2 
17.5 
77 
32.4 
57.1 
44.5 
28.5 
11 
17.8 
53.6 
65.3 
51.2 
92.9 
59.9 
97.7 
51.2 
30.5 
Urban 
73.3 
81 
63.2 
588 
88.8 
83 
89.1 
96.2 
-
76.3 
67.7 
72.5 
86.1 
75.5 
83 
85.5 
75.6 
62.1 
94.6 
76.7 
92.4 
76.8 
80.4 
67.8 
702 
90.6 
85.5 
87.6 
95.5 
81.4 
99.1 
71.7 
758 
Sale Drinking Water 
(%) 
1991 
Rural 
49 
669 
43.3 
56.6 
30.5 
60 
67.1 
75.5 
-
67.3 
12.2 
45.6 
54 
33.7 
26.8 
12.9 
556 
35.3 
92.1 
50.6 
71 
64.3 
30.6 
56.6 
80.3 
59.4 
98.1 
41.2 
55.9 
91 
3.4 
92.9 
55.5 
Urban 
73.8 
88.2 
64.1 
73.4 
61.7 
87.2 
932 
91.9 
-
81.4 
38.7 
79.5 
90.5 
52.1 
75.4 
19.9 
45.5 
62.8 
94.2 
86.5 
93 
74.2 
71.1 
85.8 
86.2 
90.9 
97.7 
91 
86.8 
96.2 
18.8 
86.1 
81.4 
Source : Housing and Amenities, Paper 2 of 1993; Tables 
Table 5 
Households by Major Sources of Drinking Water Rural, 1995-96 
(percentage) 
StatesAJTs 
Andhra Pradesh 
Arunachal 
Pradesh 
Assam 
Bihar 
Goa 
Guiarat 
Haryana 
Himachal 
Pradesh 
Jammu & 
Kashmir 
Kamataka 
Kerala 
Madhya 
Pradesh 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Naaaland 
Orissa 
Puniab 
Raiasthan 
Sikkim 
Taniil Nadu 
Tripura 
Uttar Pradesh 
West Benaal 
Andaman & 
Nicobar Is. 
Chandigarh 
Dadra & Nagar 
Haveli 
Tap 
35.8 
60.2 
7.1 
3 
44.1 
45.1 
34.4 
82.5 
50.3 
41.5 
11.5 
10.5 
45.7 
12.5 
41.3 
2.4 
67.4 
2.8 
20 
28.4 
84.1 
56.2 
32.4 
8.3 
3.9 
82.8 
71.1 
35.3 
Tube 
Well 
Hand 
Pump 
37 
10.7 
55.5 
69.3 
0.2 
33.5 
47.5 
0.7 
12 
37.8 
0.5 
54.4 
22.5 
4.7 
4.6 
0.1 
6.2 
50.3 
78.3 
34.6 
-
29.5 
38.7 
69.3 
82.3 
-
28.9 
39.4 
Tanker 
0.4 
0.7 
0.9 
0.1 
3.8 
0.3 
0.3 
— 
0.2 
1.2 
0.4 
0.6 
0.6 
0.7 
0.3 
— 
2.7 
0.3 
0.1 
0.3 
-
0.8 
0.5 
0.2 
0.1 
-
-
-
Pucca 
Well 
22.4 
0.1 
13.3 
22.4 
49 
19.9 
17.8 
5 
4.2 
15.5 
79.4 
28.3 
28.1 
3.4 
10.8 
0.7 
6.4 
34.1 
0.9 
26.1 
— 
8.4 
6.3 
20.5 
11.3 
5.8 
— 
23.4 
Tank/ 
Pond 
( 
Reserve 
d) 
1.7 
8.2 
7.4 
0.8 
0.6 
0.5 
— 
4 
3.2 
2.2 
1.8 
0.1 
0.7 
42.9 
2.4 
24.6 
10.6 
3.8 
0 
5.3 
4.2 
1.8 
1.4 
0 
0.4 
8.1 
— 
— 
River 
Canal 
1.6 
8 
3 
1.3 
1.8 
0.4 
0 
1.2 
10.7 
1.7 
0.1 
2.8 
09 
6.5 
16.7 
28.9 
1.2 
4.1 
0 
3.1 
3.4 
0.3 
1.9 
0.3 
0.3 
2.9 
-
1.9 
Other 
1.2 
8.2 
12.7 
2.5 
0.6 
0.2 
— 
6.6 
19.3 
0.2 
6.1 
3.2 
1.3 
28.7 
23.9 
42.8 
5.6 
4.5 
0.7 
1.7 
8.2 
2 
18.7 
1.3 
1.5 
0.3 
— 
— 
Daman & Diu 
Delhi 
Lakshadweep 
Pondicherry 
AU India 
65.2 
55.7 
9.9 
100 
23.2 
21 
42.8 
1.3 
— 
49 
— 
-
— 
-
0.4 
13.8 
-
86.8 
— 
21.8 
— 
1.2 
1.9 
-
1.5 
— 
-
— 
-
1.4 
— 
0.3 
-
-
2.5 
Source : Matenal and Child Health Care in India, NSS 52th round, July 1995 - June 1996, 
Report No. 445 
Table 6 
Rural Commercial, Educational, and Health Facilities 
IndiVStat^Union 
Territory 
All India 
Jammu & Kashmir 
Himachal Pradesh 
Punjab 
Chandigarh • 
Ullaranchal 
Haryana 
Delhi 
Rajasthan 
Uttar Pradesh 
Bihar 
Sikkim 
Arunachal Pradesh 
Naaaland 
Manipur 
Mizoram 
TriDura 
Meghalaya 
Assam 
West Bengal 
Jharkhand 
Orissa 
Chhatisgarh 
Madhya Pradesh 
Guiarat 
Daman & Diu 
Dadra & Nagar Haveli* 
Maharashtra 
Andhra Pradesh 
Kamataka 
Goa 
Lakshadweep* 
Kerala 
Tamil Nadu 
Pondicherry • 
Andaman & Nicobar Is • 
Rural 
Population 
741,660,293 
7,564,608 
5,482,367 
16,043,730 
92,118 
6,309,317 
14,968,850 
963,215 
43,267,678 
131,540,230 
74,199,596 
480,488 
8688,429 
1,635,815 
1,818,224 
450,018 
2,648,074 
1,853,457 
23,248,994 
57,734,690 
20,922,731 
31,210,602 
16,620,627 
44,282,528 
31,697,615 
100,740 
169,995 
55,732,513 
55,223,944 
34,814,100 
675,129. 
33,647 
23,571,484 
34,869,286 
325,596 
239,858 
Shop* 
(no.) 
5,566,717 
111,399 
92,999 
189,010 
2,054 
77,240 
144,136 
11,255 
347,603 
667,743 
348,599 
2,729 
6,255 
4,827 
5,188 
1,801 
40,592 
14,020 
211,160 
676,404 
81,339 
255,171 
61,810 
167,875 
238,870 
1,682 
1,380 
434,613 
[268,478 
268,833 
10,345 
642 
579,073 
232,743 
4,360 
4,489 
Factory/ 
Worksho 
P 
(no.) 
986,629 
19,796 
23,207 
21,681 
147 
10,525 
16,257 
3,275 
52,160 
103,803 
58,913 
293 
1,967 
1,478 
4,054 
517 
3,246 
2,272 
25,742 
89,581 
16,145 
50,065 
11,816 
27,460 
48,799 
1,840 
1,293 
77,458 
77,711 
78,273 
3,429 
146 
91,922 
59,330 
1,120 
908 
School/ 
College 
(no.) 
1,228,501 
15,767 
17,646 
22,010 
117 
19,944 
15,586 
662 
69327 
134,730 
64,991 
1,675 
2,477 
2,278 
3,713 
2,260 
6,368 
6,569 
54,557 
65,342 
29,192 
75,457 
40,053 
85,828 
58,965 
141 
401 
145,130 
94,311 
91,892 
1,791 
154 
51,838 
46,697 
632 
621 
HospitaV 
Dispensary 
(No.) 
340,293 
6,008 
6,326 
10,223 
48 
4,878 
8,733 
415 
20,047 
54,241 
20,073 
249 
405 
502 
508 
330 
1,274 
800 
12,615 
40,840 
5,850 
10,143 
4,744 
13,922 
12,148 
54 
67 
30,490 
23,946 
18,145 
445 
24 
19,321 
12,117 
171 
191 
Source : Compiled from census, 2001 * includes offices 
Table 7 
Rural Health - Care Infrastructure 
J2 
V) 
B 
CD 
Andhra Pradesh 
Arunachal Pradesh 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
Himachal Pradesh 
Jairunu & Kashmir 
Kartiataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
Uttar Pradesh 
West Bengal 
Andaman & Nicobar Is. 
Chandigarh I 
Dadra & Nagar Haveli 
Daman & Diu 
Delhi 
Lakshadweep 
Pondicherry 
All India 
U 
X 
29,719 
16,754 
32,191 
33,962 
40,591 
27,987 
30,945 
15,134 
17,446 
18,537 
22311 
30,084 
28,485 
19,297 
16,997 
6,760 
30,343 
20,285 
29,522 
20,421 
15,394 
25,614 
40,267 
29,282 
39,120 
12,100 
— 
21,125 
18,014 
118,627 
5,648 
6,763 
27,364 
CO 
(U 
b 
c 
3 
if) 
4,601 
3,077 
3,774 
5,069 
4,012 
3,721 
5,398 
2,282 
3,458 
3,815 
4,205 
4,256 
4,976 
3,170 
3,832 
1,106 
4,087 
4,627 
5,010 
3,445 
2,513 
4,237 
4,349 
5,533 
6,075 
2,121 
5,091 
3,521 
2,573 
22,596 
1,614 
3,635 
4,579 
204 
84 
190 
507 
138 
131 
194 
86 
111 
124 
267 
149 
157 
83 
111 
62 
200 
175 
136 
129 
185 
511 
212 
360 
498 
51 
66 
120 
54 
— 
8 
73 
214 
ja CO 
CL, a» 
1,526 
349 
1,968 
2,969 
326 
706 
2,584 
1,181 
868 
1,283 
391 
3,770 
1,023 
1,357 
978 
633 
1,238 
2,314 
1,509 
2,347 
843 
1,120 
1,817 
2.993 
1,351 
372 
1,540 
1,435 
680 
585 
886 
310 
1,498 
C G 
v 0 
^ -c 
1994 
1992 
1992 
1991 
1992 
1993 
1995 
1996 
1996 
1989 
1996 
1994 
1992 
1993 
1996 
1993 
1996 
1992 
1996 
1996 
1996 
1996 
1990 
1996 
1986 
1996 
1996 
1996 
1992 
1995 
1996 
1992 
Source : Bulletin on Rural Health 
Welfare, Government of India 
Statistics in India, June 2000, Ministrs' of Health and Family 
IX 
Questionnaire 
Note: This is an academic exercise so all the information provided of by you will be 
kept confidential. 
General Information of the customer: 
Name: 
Age: Sex: 
Marital Status: Education: 
Family Size: Occupation: 
Family Income 
Q. 1. Which brand of the following categories is available in your locality? 
a. Colgate (toothpowder) 
b. Lifebuoy bar 
c. Nirma detergent powder 
d. Tata Salt 
e. 
f. 
g-
h. 
i. 
J-
Dettol (anti-septic) 
Lux (Beauty Soap) 
Dalda (Cooking Median) 
Surf (Detergent powder) 
Britannia Biscuits 
Vicks Vaporub 
2. If you do 
factors aj 
Prices 
, please specify reasons for purchase (Remk order the following 
i per degree of importance as 1,2,3, & 4 where 1>2>3>4 
Quality Availability of Brands Company's Brand 
Image 
3. How do 
Very Good 
4 
you perceive the brands that you use? Are they 
Good 
2 
Bad 
-2 
Very Bad 
-4 
Can't Say 
00 
4. Source o 
Shopkeepers 
Information on brands 
Company 
Vendors 
Mass Media Hoardings and 
Bills 
Social Circle 
Can you mention the place of purchase of your favorite brands? 
City Shops Tuck Shops Private Vendors 
Can you also identity the reasons that adversely affect your consumptions 
(Open ended) 
A B Any other 
